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Real Estate Bond Issues 


By WALTER STABLER 


Comptroller of the Metropolitan Life Insurance Company, New York 


Points to Consider Before Purchasing Securities Based On 


Improved Properties. 


IX or eight years ago at one of the 

annual meetings of the Real Estate 

Board of New York, I read a paper 

in which I advocated the issuance of 
real estate mortgage bonds by investment 
banking houses as a means of providing 
the necessary funds for the erection of 
buildings which the country so badly needed 
at that time. 

I knew that this business had been done 
in a moderate way in other cities and, so 
far as I was able to judge, done on a fairly 
conservative basis. At the time I made this 
suggestion, money for the erection of large 
buildings and in fact buildings of any kind 
in New York was extremely scarce. The 
life insurance companies had not recaught 
their breath from the results of Liberty 
Bond investments and nobody else seemed 
to have any money in large amounts to 
invest in any kind of real estate loans. Sav- 
ings banks were in much the same condition, 
and were not making mortgage loans that 
were of material amount or at all helpful 
in producing what was very greatly needed 
at that time, and for two or three years 
later—buildings of all kinds, especially of 
those used for residence purposes, were not 
readily financed. 


Days of High Rents 


HERE had been bonds issued by some 

of the real estate bond houses which 
were readily absorbed and, because of the 
congestion in living quarters, rents were 
high, vacancies did not exist and any piece 
of real estate that was properly handled 
produced very high returns for its owners. 
It was therefore easy to obtain sufficient 


income to pay the fixed charges on the 
property, including large amortizations, and 
a large profit to the owners. 

As time passed on, loanable funds for real 
estate increased very rapidly in the hands 
of all investment houses, savings banks, life 
insurance companies, and in private hands. 
The building program of the entire country 
was greatly stimulated, both by the need 
for space of all descriptions and by the. ease 
with which money was obtained. And while 
building costs were higher than ever known, 
it was the general belief that these costs 
were permanently higher, because of the 
great advance in labor and the cost of the 
materials which were produced by labor. 

The buildings, therefore, that have been 
produced since 1920, have necessarily cost 
from 75 per cent to 100 per cent more than 
was normal in 1913 and 1914. 

This made it very easy to obtain higher 
rents which were necessary because operat- 
ing costs of all kinds were in many cases 
more than doubled. 

The houses issuing real estate bonds, as 
viewed by the regular lenders, began to 
make loans that were excessive from every 
standpoint as appraised by conservative ap- 
praisers. 


How Values Are Fixed 


O far as my experience goes the regular 

lenders in appraising property (and I 
speak from knowledge of the methods pur- 
sued by our company) reach a decision first 
as to the fair market value of the land, 
which is to be occupied by the new building. 
This value is decided by recent sales, both 
of unimproved and improved property, and 
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Over-Appraisals of Buildings Mainly 
for Purpose of Making Excessive Bond Issues. 
Lending Will Produce Surplus of Space. 


Unrestrained 


Safeguards Needed. 


by the methods that a skilled appraiser will 
always use in valuing land for improvement. 

The buildings are valued, based upon con- 
struction costs, with a reasonable allowance 
for overhead, carrying charges, architects 
fees, etc. These may differ in different 
cases. The construction cost of one fire- 
proof building, for instance, may be con- 
siderably more than another, because of a 
difference in arrangement, finish and those 
things necessary for the particular use to 
which it is to be put. 

The experienced appraiser will consider 
all of these elements in reaching an opinion 
as to the value of the building. To this 
value of the building is added the value of 
the land, and upon this combined value, the 
savings bank, for instance, will lend not 
over the limit allowed by law—60 per cent 
of the appraised value. The life insurance 
companies of the State of New York, may 
not lend over two-thirds of the value of 
the property. In practice they do not lend 
over 60 per cent in some sections of the 
country and not exceeding 50 per cent in 
other sections. 


What Experience Shows 


bee experience of my office in this con- 
nection is, after a period of twenty years 
or more in this work, that our values of 
land and building are generally less than 
the builder claims his costs will be, but the 
fact that we are substantially right is con- 
firmed by the fact that we lend very large 
sums of money for very many operations. 
In order that it may be understood that we 
have had experience in this matter, may I 
be permitted to state that in the year 1925, 
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Where Wall Street meets Broadway—the heart of the financial district. Some of 
the most valuable real estate in the world is located here. 


our company made loans on city property 
of $163,000,000 of which about 40 per cent 
was on dwelling properties and the balance 
on high-grade apartment houses, office build- 
ings, hotels, department stores and loft 
buildings. The company’s total investment 
at the end of 1925 in mortgages in the cities 
of this country and Canada were more than 
$644,000,000 of which about $350,000,000 is 
in the city of New York. 

It would seem, therefore, that our ex- 
perience in this matter has been sufficiently 
wide to justify the belief that the values we 
have placed upon property have been satis- 
factory to builders and they have been con- 
firmed by the prices obtained by the builders 
for their buildings although frequently the 
prices obtained are less than our appraisals. 
In many cases the prices obtained were more 
than our appraisals. 

We think, therefore, that our experience 
as appraisers of over twenty years would 
warrant us in believing that we are in a 
position to criticise very many of the ap- 
praisals produced by bond houses for the 
selling of bonds issued for sale to the public. 
We have checked up very many of the bond 


issues that have been advertised so freely 
by these houses, and are unable to see how 
any well posted and conscientious appraiser 
could possibly reach the values fixed. We 
find that the values, as a rule, are 33% per 
cent to as much as 50 per cent above the 
values we are certain are right. There 
seems to be no doubt that the over-appraisal 
of buildings has been made mainly for the 
purpose of making excessive bond issue 
loans. 

In this I refer particularly to loans of 
this kind made in the city of New York, 
on the island of Manhattan. 


The Guaranteed Mortgages 


WANT it to be understood that I am not 

criticising the values placed upon real 
estate and the bonds or certificates issued 
by the mortgage guarantee companies in the 
city of New York, which companies are 
such a large factor in the lending of money 
in the city. These institutions have been 
guaranteeing mortgages and selling them to 
the public for many years, and without any 
loss whatever to the public and, I believe, 
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with losses to themselves so trifling that 
they are negligible. 

They use the same general methods that 
I have described as governing the life in- 
surance companies and savings banks in 
making real estate loans. They are experts 
in the business and they have in mind that 
their loans are to be sold guaranteed to the 
investing public, and that the capital and 
surplus of their companies are held respon- 
sible for these investments being sound. 

And, incidentally, I believe that the ma- 
jority of investors who desire to invest in 
mortgage bonds or certificates should be 
very careful not to buy unguaranteed bond 
issues or bonds issued by companies which 
do not frankly state that the bonds are guar- 
anteed as to principal and interest; and who 
do not reveal what are the capital and liabil- 
ities of their companies, and show that the 
appraisals-have been made by men especially 
skilled in this work. 

If this cautious method is not pursued, 
then there should be some regulation that 
bond issues to be offered to the public should 
have it definitely stated that the values of 
the properties have been appraised by re- 
sponsible appraisal organizations appointed 
for the purpose, or by men whose reputa- 
tion as careful and competent appraisers in 
the community, acting together as a com- 
mitee jointly and severally state their opin- 
ion as to values, and that such statements 
and appraisals should be sworn to, as is 
customary in very many of the cities of the 
country and Canada. 


Appraisals by Experts Needed 


HERE are in nearly every city of impor- 

tance active Real Estate Boards which 
have among their memberships, men of 
standing and judgment, who should be ap- 
pointed as appraisal committees for the ap- 
praisal of real estate offered as security for 
any bond issue that is to be sold to the 
public without guarantee. If a bond selling 
organization desires to sell its bonds to the 
public with a guarantee, it should be obliged 
to state what are the net assets behind the 
guarantee. 

It is true that the investor, who buys the 
bonds of railroads, public utilities and other 
similar corporations, does not have a guar- 
antee that the principal and interest will 
be met. He has to take his own chances 
that the bonds will be paid, but he generally 
has as a guide the prices obtained for these 
issues on the stock exchanges of the country. 
The average investor is willing to depend 
upon the prices obtained on the stock ex- 
changes for the reason that all of the issues, 
before being listed, are passed on by a de- 
partment of the state or nation, which in 
effect does give assurance, more or less sub- 
stantial, as to the value of the securities. 
To have their stocks or bonds sold on the 
stock exchanges of the country they must 
file complete financial statements with the 
exchanges before their securities may be 
dealt in. 

The fact that these securities are dealt in 
on the exchange at certain prices is a fur- 
ther evidence that investors of knowledge 
and experience in such matters consider 
these securities to be worth the price paid, 
or substantially so, and the further assur- 
ance that every corporation which issues 
securities dealt in on the exchanges must 


itty 7 j 
= 


February, 1926 


AMERICAN BANKERS ASSOCIATION JOURNAL 539 


The billion dollar skyline of lower Manhattan, viewed from the Jersey shore 


annually or more frequently make a finan- 
cial statement to the state or governmental 
authorities as to their assets, liabilities, their 
business for the year, and the profits or 
losses made or sustained. 

None of the bond houses real estate is- 
sues have any such safeguard. They are 
not obliged to report to any governmental 
agency. Few of them make any financial 
statements. This being the case, there must 
be some other method of satisfying the 
public that these investments are sound, and 
the plans above suggested may help in large 
measure to bring this information to the 
attention of the investing public. 


Unrestrained Lending in 
Metropolitan District 


DESIRE to refer now to the conditions 

that have been brought about by the lend- 
ing of money on the island of Manhattan 
and in the city of New York, by bond houses 
and others of unlimited funds to produce 
apparently an unlimited amount of space of 
various kinds. 

Manhattan Island is the most important 
aggregation of real estate that exists in the 
world. It is the most highly improved for 
the reason that the people of New York 
who live there, or who do business there, 
require the highest standards of buildings, 
with the highest standard of conveniences 
and luxury, both in business and in home 
life and will be satisfied with nothing less 
than the best. 

The congestion and high rents that have 
existed for several years caused by the 
shortage of supply of all kinds of building 
space have been very greatly relieved, and 
about one year ago, the supply quite equalled 
the demand for some classes and greatly 
exceeded the demand for loft space. What 
was produced of space in Manhattan Island 
in 1925, of loft buildings, apartment houses 
and to some extent office buildings, has been 
more than enough to satisfy the existing 
demand. 

A further moderate building program for 
the year 1926 would have possibly been jus- 
tified. It is dangerous to over-produce any- 
thing, but the buildings that have already 
been started to be finished in 1926 of all 
kinds of high-grade properties, in my opin- 
ion, provide an amount of space many times 
greater than can possibly be absorbed in the 
year 1926—and possibly in 1927—if nothing 


else was projected than what is already un- 
derway, but there has been no restraining 
influence of any kind exerted and none can 
be exerted that will be effective unless the 
public declines to further invest in bonds of 
this kind. 

So long as space was scarce, buildings 
fully rented, with rents at the peak, the 
buildings with excessive loans could be car- 
ried to meet their obligations as they ma- 
tured and to pay a profit to the owner, but 
to do this it required that all these elements 
should be favorable. 


When Rents Decline 


S soon as there is a considerable surplus 

of space, such as now exists, rents are 

certain to decline, buildings are certain not 

to be well filled and serious times will very 

surely and quickly come to over-mortgaged 
properties. 

The mortgage guarantee companies will, 
of course, take care of their obligations, for 
their loans are not excessive, and the public 
will not lose, but from these companies the 
investor will not obtain as high a rate of 
coupon interest as from the less conserva- 
tive issues. 

Some of the real estate bond houses, while 
they do not distinctly guarantee their issues, 
in self-defense would be obliged to take 
them up if trouble came, and undoubtedly 
will do so in many cases so long as they 
are financially able, but the danger lies in 
the fact that they have overloaned; the ob- 
ligations are heavier, diminishing rents and 
heavy vacancy will cause trouble to 
come more quickly; there will be a great- 
er amount of bonds to meet, and the burden 
may be so heavy that many can not care 
for all that are necessary. 


Investment Recommendations 


Y recommendations therefore are: 

That the unskilled investor, who de- 
sires to buy real estate bonds, should be 
satisfied with a slightly lower interest rate 
and obtain the guarantee of the payment of 
principal and interest from mortgage guar- 
antee companies organized by law for the 
purpose, and which are under state super- 
vision; which have sufficient capital to make 
good their guarantees, and which are known 
to be managed by men skilled in their work 
and successful in their operations and whose 
loans are conservative: 


Or he should buy from companies that 
distinctly guarantee the payment of prin- 
cipal and interest although not organized as 
mortgage guarantee companies, but which 
are willing to state under oath, and after 
examination by public accountants, the 
amounts of their assets and liabilities and 
what they consist of, and who produce 
sworn appraisals of expert appraisal com- 
mittees for all bond issues offered: 

Or if he is willing to invest in unguar- 
anteed mortgages, the property on which the 
bonds are based should be appraised by a 
competent board of appraisers, appointed by 
the real estate boards in the cities where 
such boards exist, and the statement should 
be made that the bond issues do not exceed 
two-thirds of the appraised value of the 
property. Companies which advertise that 
their bonds are legal investment for trust 
funds should be obliged to produce evidence 
beyond question that such is the case, and 
some state authority should have the power 
to force statement of values or prevent 
such advertising being printed. 

Some of the bond houses have arranged 
with strong surety companies to guarantee 
the payment of principal and interest of 
their issues and next to buying from the 
regular mortgage guarantee companies, I 
suggest this method as a safe one to follow, 
for the reason that the surety companies 
will not guarantee loans of all of the issuing 
houses and, when they do guarantee such 
issues, it is only after careful investigation 
made by these surety companies through 
skilled examiners. I consider their guaran- 
tees as abundantly good for anything they 
undertake. 


Record Financing 


EARLY $1,500,000,000 in new money 

was obtained by the public utility in- 
dustry of the United States during 1925 
from the sale of securities to employees, cus- 
tomers and the general public. For the 
fifth consecutive year, the utilities led all 
other industries in the amount of money 
raised from security issues. 

The total for the past year was a record 
breaker. It represents about three times as 
much financing as took place in 1921. 

During the period 1921 through 1925, the 
public utilities obtained a total of $4,927,- 
000,000 for their program of betterments 
and extensions. 
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The Service Charge in Country 


Banks 


By F. S. WETTACK 


Cashier of the First National Bank, Coffeyville, Kansas 


Among Its Merits Are Increased Revenues, Less Bookkeeping, 
a Saving of the Time and Energy of Tellers, Elimination of the 
Overdraft Evil and Reduction in the Messenger Service. Service 
Charge Raises the Bank in the Estimation of the Community. 


HE service charge upon small 
checking accounts in country banks 
is of very recent origin. As short 
a time as two years ago, the dis- 
cussion of the subject partook more of the 
nature of a forecast rather than on the 
results of actual experience of country 
banks. The plan owed its birth to the per- 
sistent search for means of lessening the 
operating expenses of banks. The discus- 
sicn refers more essentially to conditions in 
towns of 5000 to 15,000 population. City 
banks, by a more effective cooperation 
through a clearing house, and by reason 
of less intimate personal relations with their 
customers, can more easily effect changes in 
established banking policies. The service 
charge has been-no exception to this rule; 
hence, country banks as a rule hesitated to 
install the system. Country banks in suff- 
cient numbers have now had considerable 
experience with the plan. What it has ac- 
complished can be pointed out definitely. 

After many city banks had adopted the 
plan, it was urged by many country bankers 
that the plan was not practicable for coun- 
try banks. It was alleged that— 

(1) It would lessen the number of con- 
tacts the bank enjoyed with the people of 
its community. 

(2) It would make more difficult the ef- 
fort of banks to overcome the misunder- 
standing which many people of small com- 
munities entertain with regard to a bank’s 
functions. 

(3) It weuld result in endless friction 
by reason of the fact that the owners of 
the small active checking accounts—wholly 
unprofitable to the bank—had connections 
with many of the bank’s profitable accounts. 

(4) It would be a reversal of a strongly 
emphasized policy of many years’ standing. 
whereby banks had spent large amounts of 
money in advertising and soliciting these 
small accounts. 


Only Those Who Have Not 
Tried 


oe many country bankers the above ob- 
jections seem well grounded. The plan, 
however, was pioneered by a few banks in 
nearly every state. The results were so 
satisfactory that other banks adopted the 
service charge. The merits of the charge, 
as revealed by actual experience, may now 
be recounted. The defects outlined above 
still persist only in the minds: of those who 


have not used the plan. No bank which 
has given the plan a fair trial has ever re- 
verted to the non-charge plan. The gen- 
eral feeling, among country banks which 
have used the service charge, is that the 
scope of the charge should be enlarged so 
as to include all unprofitable accounts. 
There is some difference as to the basis on 
which the plan should operate. Many bank- 
ers pronounce the service charge one of the 
greatest forward steps made in banking in 
recent years. Not only is it successful in 
the respects claimed for it, but it has been 
definitely shown that it lays the foundation 
for effective cooperation between the banks 
of a town, in other matters of mutual in- 
terest. 

Where the business foundation of a com- 
munity is largely agricultural, the service 
charge is not so essential. Under such con- 
ditions it has, however, proved its merits. 
The plan has more special application to 
communities having an industrial character, 


Making Headway 
WITHIN the past few 


months, considerable 
headway has been made in 
the introduction of the ser- 
vice charge by banks in the 
small communities. While 
the obstacles standing in the 
way of a country bank 
imposing this charge are 
greater than those facing 
the big city bank, the author 
of this article thinks that 
the country banker can 
make this change in policy 
with a distinct gain to his 
institution and without loss 
to the community. 


where large numbers of employed people 
maintain small and very active checking 
accounts. In such communities the favor- 
able results have exceeded the fondest 
hopes of the advocates of the plan. 

The merits of the service charge, increas- 
ing from the least to the greatest value, 
may be outlined as follows: 

(1) It has been instrumental, after the 
readjustment has taken place, in providing 
a direct revenue of from $50 to $125 per 
month. The service charge is not intended 
to provide a profit to the bank, and as a 
revenue producer is entitled to only minor 
consideration. 

(2) The amount of bookkeeping is les- 
sened in a striking manner. The number 
of accounts on the checking ledger will 
usually show a decrease of one-third to 
one-fourth. 

(3) No perceptible decrease in deposits 
will result, for the reason that the experi- 
ence of banks shows that the average bal- 
ance in the accounts closed, due to the ser- 
vice charge, does not exceed $10 per ac- 
count. 

(4) A vast saving in the nervous and 
physical energy previously expended by tell- 
ers and bookkeepers, in keeping up with the 
balances in small accounts. 

(5) Dispenses with from one to two 
bookkeepers, and a marked increase in the 
efficiency of the remaining force. 

(6) Practical elimination of the over- 
draft evil. 

(7) A marked saving of time in prac- 
tically eliminating the messenger service 
previously required in returning insufficient 
fund checks. 


The Best Advantage 


AR outranking the above advantages, 

is the educational value of the service 
charge in, promptly, and in a dignified way, 
conveying to a large number of people some 
adequate and accurate conception of what 
the real value of their small active checking 
accounts is to the bank. Through the force 
of many years’ high pressure advertising 
for small accounts—frequently carried on by 
the bank in a costly way—many persons in 
the community entertained a highly exag- 
gerated esteem of the consideration to which 
a small checking account entitled them. 
Through the service charge such persons 
have been quietly but effectively disciplined, 
(Concluded on page 542) 
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Arbitrage—Split-Second Banking 


By REUBEN A. LEWIS, JR. 


How the Wholesalers in Foreign Money Keep Exchange Rates 
at Equal Values by Buying in Cheapest World Market and Selling 
in Highest. Fraction of Second Means Success or Failure. Post 
War Conditions in Arbitrage Different, Based on Tendencies: 


HIS is a story of split-second bank- 

ing, with lightning calculations and 

flash judgments. For speed is the 

essence of arbitrage—buying money 
in the cheapest world money market and 
selling it in the dearest. 

As a rule the success of an operation de- 
pends upon a fraction of a second. To get 
this advantage, the big dealers in the inter- 
national money centers have developed what 
is probably the most perfect and swiftest 
intelligence system in all banking. The 
slightest change in the value of the pound, 
franc, mark, guilder, lire, Swiss franc or 
yen in any of the exchange centers, or the 
news of an event that will send one of 
the currencies up or down, is hurtled from 
continent to continent with the utmost 
speed. 

For while it is not possible for any mortal 
to be in more than one place at any given 
time, a successful arbitrageur must know 
what is going on in every important money 
center at the same time. 


Cables Are Indispensable 


O enable him to know what the ex- 

change rates are in London, Paris, Ber- 
lin, Amsterdam and Zurich, a steady stream 
of cable messages pours in, quoting the mer- 
est change in the selling or buying rate and 
describing the tendency of the moment. It 
costs thousands of dollars in cable tolls to 
obtain this information but when there is 
the slightest disparity between New York 
and foreign rates the dealers—which are the 
largest banks in New York—transmit or- 
ders with the utmost dispatch to buy in one 
market and sell in the other to take ad- 
vantage of these momentary advantages. 

For instance, suppose the cable reported 
that dollars were freely offered in London, 
that is to say that pounds sterling were in 
demand at, say, $4.85 and could be bought 
in Berlin against dollars at $4.84—although 
it would be ridiculous to fancy such a fan- 
tastic spread in exchange—the trader would 
cable an order to buy sterling in Berlin at 
the lower price and a selling order to Lon- 
don at the dearer figure. On each pound 
he would make a profit of 1 cent. These 
transactions run into huge figures—the or- 
ders being limited only by the amount of 
money that the trader thinks can be easily 
absorbed without upsetting the exchange 
market. 

The object of arbitrage is to equalize the 
ruling rates in the money centers and, in 
doing so, the dealers naturally endeavor to 
profit thereby. It is the means that the 
wholesalers in foreign money have of keep- 
ing exchange rates at equal values so as to 


stabilize as far as possible the prices of for- 
eign currencies and thus enable importers 
and exporters of various countries to con- 
duct their business with minimum risk. The 
element of time, however, is the factor that 
keeps rates from being identical in the vari- 
ous centers. 


High Speed Communication 


ITH success hinging on a fraction of 

a second, the whole operation is geared 
up on a basis of speed. While the time 
elapsing in the clearing of individual cables 
varies as the lines are free or congested 
with traffic, a cable message has been sent 
from a dealer’s office in New York to Lon- 
don and a response received in 90 seconds. 
A cable to Paris may take not more than 
a minute. The news of a change in rates 
in London has been relayed to important 
cities in Germany through New York in less 
time than direct communication from Eng- 
land to Germany required. 

Arbitrage with Italy is one of the post- 
war developments for Italy is now connected 
with New York by a direct cable although 
this service is not yet at its best for it 
frequently takes an hour to send an urgent 
message. Cables from the Far East—it may 
be observed humorously—are received be- 
fore they are sent—if reckoned solely by 
the hands of the clock. 

Keen competition exists between the cable 
companies for this valued business. This 
tends to bring the two continents ever closer 
and closer together from the standpoint of 
time for it is truly a case where the traffic 
goes to the swiftest, and there is a constant 
striving for new records in transmission. 


Capitalizing the Seconds 


Ped sidelights will show how great is the 
mania for speed in this interesting phase 
of banking. For convenience in cabling, frac- 
tions are decimalized so that if the pound 
were quoted at 4.84 7/16 the cable would 
read 48443. However, recently cables have 
been dispatched with the fractions first so 
the time that it takes to read the vital part 
of the message may be saved. 

The cost of maintaining a direct cable 
would be prohibitive even for the richest 
banks so they make the next best arrange- 
ment. A telegraph wire is run from their 
office to the cable office where the cable ends 
and on this “pony” circuit the messages are 
transmitted almost instaritaneously. To cut 
the delays down to a minimum, the banks 
seek to have the end of the pony wire placed 
right at the end of the trans-Atlantic cables. 
There was not room for more than a lim- 
ited number of keys at this vantage point 


541 


—so the others had to be stationed about 
from 50 to 150 feet farther away. 

A glimpse inside the small chamber 
where the split-second operations are con- 
ducted indicates the high tension under 
which the arbitrageur works and the various 
angles that enter into the decisions. 

The arbitrage room of one of the large 
banks located within the shadow of Wall 
Street, looks like a telephone exchange 
and a_broker’s office, combined. Six 
traders, with headphones clasped to their 
ears, sit around a huge and specially manu- 
factured switchboard. Each specializes in 
certain currencies. A network of direct 
wires radiates from each trader’s keyboard 
to the offices of the principal exchange 
brokers, who are in constant communication 
throughout the period of activity. The 
traders also are connected through the same 
switchboard by trunk lines that lead to their 
commercial clients. When the broker calls 
the trader to quote current rates or to sub- 
mit his bids and offers, a white signal light 
flashes. During the hours of the briskest 
trading, the switchboard is ablaze with 
lights. 

The trader can talk to only one broker 
at a time but a special device on the switch- 
board enables him to hold calls on the line 
until he is free to answer the phone, a green 
light indicating each waiting call. These 
are answered in the order they are received. 
There is not a bell in the room but news 
tickers stutter away in their staccato style, 
reporting events that may have an effect on 
the market, a telegraph operator rattles along 
sending and receiving orders from the Mid- 
dle West and other important centers in 
the hinterland, for pounds, francs, marks 
and other currencies. The room has a sound 
proof ceiling, a padded floor and walls hung 
with denim to reduce the racket to the min- 
imum. 


The Chief Trader 


N the center of the traders, the chief 

trader sits. In front of him is a Swiss 
calculating machine that converts in a flash 
by the slide rule principle the foreign ex- 
change rates into New York terms. An 
American calculating machine is just to its 
right. But the chief trader will tell you 
that most of the decisions are arrived at 
through mental processes that have been 
developed to do the same work as the cal- 
culating machines but even more swiftly. 

The marvel of it all is that any group 
of mortals could work in such babel and 
seeming confusion, under such a continuing 
strain and reach decisions that are sane, ac- 
curate and logical. At the same time, rec- 
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ords must be kept of every transaction so 
that no error can slip through, for every 
operation is time-clocked. 

Arbitrage would be a simple operation 
if there were nothing more to it than 
buying exchange in one money center and 
selling it in another. Actually it is much 
more involved. Sometimes it is mneces- 
sary in transferring funds to send them 
through two or more centers, for there are 
three-point, four-point and even more com- 
plicated forms of arbitrage transactions. It 
might, for example, be profitable for a New 
York trader to buy French francs with his 
dollars, invest the francs in Dutch guilders, 
obtain sterling with the guilders and finally 
sell the sterling in New York, thus bringing 
home ‘again the original dollars that fared 
forth on this financial journey. Such a 
transaction would pay if more dollars re- 
sulted from the final sale of sterling than 
was first invested in francs. 

These roundabout courses are pursued 
daily because there are momentary varia- 
tions in the costs of the same currencies in 
the different markets. 

The basis of the entire exchange business 
is the settlement of trade balances, growing 
out of the purchase and sale of merchandise 
and raw materials between different coun- 
tries. American manufacturers are buying 
materials throughout the world and, while 
the dollar has become more widely accepta- 
ble in foreign trade than ever before, it is 
still necessary to have sterling and other 
currencies to complete the transactions. 

Little does the average man think, when 
he drives his car out of the garage in the 
morning, that the rubber in the tires came 
thousands of miles from the Far East; even 
less is he concerned with the knowledge that 
the rubber was paid for in London with 
sterling that the tire manufacturer bought 
in New York. Silk from Japan, nitrate 
from Chile, jute from India, diamonds from 
Africa, platinum from Russia, pulp from 
Sweden, spices from Java—it is more or less 
the same story. 


Post-War Arbitraging 
Different 


HE character of arbitraging and ex- 
change operations have changed consid- 
erably since the war, due to the fact that 
currencies are less stable than they were. 
In actual practice, the dealers in exchange 
have to be guided to a great extent by mo- 
mentary tendencies of, rates which they de- 
termine from actual operations and quota- 
tions. In pre-war days, there were moderate 
seasonal movements of rates but row the 
cycle is shorter and the fluctuations are 
greater. In the fall—before the war—dol- 
lars were in demand in European countries 
because they had to pay for the cotton, 
wheat and other agricultural produce pur- 
chased from America. In the spring, Con- 
tinental exchanges were in greater demand 
because the American banks had to provide 
pounds, francs and marks for the great le- 
gion of tourists who were embarking for 
stays abroad. Then, too, other movements 
of trade naturally had their effect on for- 
eign exchange but the variation in rates was 
slight compared to the big swings that have 
occurred in the French, Scandinavian and 
Spanish exchanges even recently. 
This condition has led to operations based 


more and more on tendencies. The whole- 
salers of money properly are experts in ex- 
change and must judge how events will tend 
to influence the movements in the rates. 

During these times of comparatively un- 
settled conditions, orders have often to be 
executed in anticipation of future develop- 
ments. This requires the greatest skill and 
discretion—for if a dealer buys exchange 
for a customer and then there is a decline 
in the rates, the customer will be inclined 
to think that he should have got the ad- 
vantage of the lower quotations. 


24-Hour Banking 


NOTHER modern tendency of exchange 
is to become more and more a twenty- 
four-hour-a-day .banking operation. 

Due to the difference in time between 
New York and London, the two principal 
centers, the London market makes the 
traders in America get up before the break 
of dawn and keeps the English dealers at 
their offices far into the night, trying to eke 
profits out of this fascinating game. The 
London market opens at nine o’clock. It is 
then slightly more than four o’clock in the 
morning in New York. The Englishman, 
who wants to profit from the closing rates 
at New York, has to stick at his post until 
after Big Ben, the famous old clock in the 
towers of Parliament, has struck ten o’clock. 

By following the sun it would be possible 
for a trader to place orders in San Fran- 
cisco several hours after the New York 
market closes. Later dollars could be traded 
for yen and tael in the Far Eastern centers 
at Kobe and Hong Kong. From there, the 
operations at some future day might shift 
to the important Indian centers at Bombay 
or Calcutta, and on to Genoa, Barcelona, 
Paris and London. In the opinion of ex- 
change experts, the trend will be along these 
lines until that day of the millennium comes 
when all nations will have a single universal 
system of currency. 

As the world settles down to normalcy 
and former relations are restored, the sphere 
of arbitrage doubtless will be broadened 
to dealing in stocks and bonds that are 
listed on the principal stock exchanges and 
bourses of the world. Before the war, 
London used to traffic in “Yankee rails”’— 
American railroad securities—to a consider- 
able extent. During the first trading hour 
on the New York Exchange both the British 
and American securities marts are in action. 
It is a virtual impossibility that the move- 
ments of the same stocks on the two ex- 
changes should be uniform. There are 
bound to be opportunities for profits for 
the operator who can buy securities in one 
market and sell them simultaneously at a 
higher price. 

Of course, there are expenses to be con- 
sidered—cable toll, brokerage and other 
charges—but, nevertheless, the profits may 
amount to more than enough to pay for the 
services. 

As yet, arbitrage in securities has not been 
revived to any considerable extent. It is 
one of the anticipated developments, how- 
ever. 

Because only the largest dealers in ex- 
change engage in arbitrage and the units 
in foreign exchange transactions are so 
great, it might be assumed that the earn- 
ings from the operations would run into 
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a long string of digits. While the turnover 
in foreign exchange amounts to thousands 
of millions of dollars annually it is an open 
secret that the profits are expressed in mills 
rather than in per cents. Arbitrage is, of 
course, merely a side operation in foreign 
exchange dealings for it is the means by 
which rates of exchange between countries 
are kept in line with one another. It is the 
leveler of rates that thus reduces the risks 
of foreign trade and makes more possible 
the vast interchange of commodities between 
the nations of the world. 


Service Charge 
(Continued from page 540) 


for they have learned that the value of a 
small active checking account is very large- 
ly in the customer’s favor, and not in the 
bank’s. The charge has been an effective 
step in raising the esteem of the banks to 
the level which they should properly enjoy. 
With the charge there comes increased con- 
fidence in the bank. Free service in any 
line is not appreciated, and banking has been 
no exception to the rule. There has existed 
a highly distorted idea of the free service 
which a bank should render. The service 
charge has corrected the perspective of 
many communities in this regard. ; 

In working out the details of the service 
charge, it will be found that some banks 
charge on the average balance and some on 
the minimum balance. The minimum bal- 
ance will provide greater revenue, but as 
revenue is not the chief object of the charge, 
it is believed that the plan of charging on 
the average balance is more practicable as 
a basis for a country bank. 

Some banks have exempted from the 
charge checking accounts where another 
member of the family carried an account 
not subject to the charge. Other banks 
have made exceptions where the owner of 
the checking account had a savings account 
or a certificate of deposit. The reason for 
the latter exception is not well founded. 
The plan most generally indorsed is to make 
no exceptions. 

Banks have followed different plans in 
giving publicity to the installation of the 
service charge. The plan which seems to 
be most favorably commended, is to an- 
nounce the service charge in a letter mailed 
at least one month in advance of the time 
when the charge becomes effective. The 
letter should recite the resolution of the 
associated banks, naming the banks and 
bringing home the fact that all the banks 
in the town are parties to the plan. The 
letter should clearly explain the term “min- 
imum balance” or “average balance,” so 
that either term can be comprehended by 
one unfamiliar with banking parlance. The 
letter should also state that the charge is 
not effective against accounts to which no 
checks are charged in the month. It should 
also make it clear that savings accounts are 
not subject to the charge. A _ thorough 
understanding will minimize the friction. 
Most of the terrors of the service charge 
when it is installed are due to a lack of 
understanding of its exact terms. An- 
nouncement by letter, rather than through 
newspaper advertisements, minimizes the 
discussion of the plan by the street corner, 
barber shop and pool hall financiers, com- 
mon to every community. 
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American Dollars at Work Abroad 


GROSVENOR JONES 


Lowers the Rate of Interest and Helps the German Business 
Man. Many Engineering Enterprises Which Contribute to the 
Health, Happiness and Earning Power of Foreigners are Being 
Carried Out by American Firms. American Dollars as the Base. 


F money talks, the American dollar 

must be the best known currency in 

the world today. More currencies may 

be based on the British pound and 
sterling may still be used to a greater ex- 
tent in international trade financing but the 
dollar speaks a universal language that is 
readily understood in the farthermost parts 
of the globe. This is said in no spirit of 
boasting, for the eagle is supposed to do 
enough screaming without calling upon its 
imprint on our gold pieces to swell the 
chorus. Rather is it my purpose to show 
that American dollars are doing construc- 
tive work in various foreign lands. My 
words are addressed to an American au- 
dience and not to foreign ears, and for 
quite another purpose than that of gloating 
over our good fortune. 

The rank and file of the American people 
little realize the financial strength of the 
country nor do many sense the responsi- 
bilities which this wealth entails upon the 
nation. Whether or not we _ formally 
recognize any such responsibility, the fact 
remains that such recognition is being given 
in actual daily experience and in ways that 
the man in the street knows little about. 


Set a Wholesome Example 


O start at the beginning, mention must 

be made of the fact that by adhering 
rigidly to the gold standard the United 
States has given the dollar a prestige ri- 
valled only by that which the British pound 
has long enjoyed. In the midst of the wide- 
spread currency inflation following the War 
and despite the arguments for “managed” 
currencies and other substitutes for sound 
money, this country rendered a signal ser- 
vice by standing firm for a currency based 
on gold. There was no altruism in this, to 
be sure, just as there was no idea of al- 
truism in the stand taken by the leaders of 
British finance in drafting the Cunliffe 
Commission report which recommended the 
return of the pound to a gold basis. But 
the example set was wholesome. The dol- 
lar spoke to good purpose. 

Fortunately, our faith has been accom- 
panied by works. In arranging large credits 
for the direct purpose of exchange stabiliza- 
tion for a number of countries the United 
States has done much to bring other cur- 
rencies back to the gold basis. In the ag- 
gregate, credits of at least three-quarters 
of a billion dollars have been arranged at 
various times for assistance in exchange 
stabilization. Mention might be made of 
the credit of $300,000,000 for the Bank of 
England and the British Treasury which 
was extended by a group of bankers headed 


by J. P. Morgan & Co. and by the Federal 
Reserve Bank of New York. Doubtless 
none of this credit has ever been used or 
will ever be drawn upon but the fact that 
it is available has been most, helpful. Then 
there was the credit of $100,000,000 for the 
Bank of France in the spring of 1924 and 
the credit of $50,000,000 for the three Ital- 
ian banks of issue last year, both these 
credits rendering effective service in staying 
the decline of the franc and the lira, re- 
spectively. Credits of about $50,000,000 
have been granted to the National Bank of 
Belgium, with a promise of more; of at 
least $40,000,000 to. the National Bank of 
Denmark; of $10,000,000 each to Czecho- 
Slovakia, Finland and Poland; and of vary- 
ing amounts to other countries. 


The One Big Gold Export 


O this total should be added our share 

—$110,000,000—of the international loan 
for Germany under the Dawes Plan, since 
this loan made possible the reorganization of 
the Reichsbank on a sound basis. Inci- 
dentally it might be said that of all the 
credits and loans for currency stabilization 
the German loan is the only one that has 
resulted in the export of any considerable 
amount of gold from this country. Our 
participation in the international loans for 
the rehabilitation of the public finances of 
Austria and Hungary helped to stabilize the 
currencies of those countries, the shares 
taken here being $25,000,000 and $9,000,000 
respectively. 

The $25,000,000 credit for the Gold Dis- 
count Bank of Germany arranged by the 
International Acceptance Bank of New 
York as the head of an American banking 
group shaquld also be noted. Only part of 
this was actually used, but it was most 
helpful to Germany at a critical time—per- 
haps as much from the standpoint of moral 
support as from a purely dollar-and-cents 
basis. 

The dollar is playing another new role in 
international finance, of which little has been 
heard. I refer to the transfer of American 
short-term funds to foreign money markets 
in response to higher levels of interest rates 
in those markets—such transfers are made 
for profit, of course, but they are none the 
less effective in bringing down money rates 
abroad. The placement of American bank- 
ers’ balances in the London money market 
to the extent of from $200,000,000 to $500,- 
000,000 last winter and spring was an im- 
portant factor in the rise of sterling 
exchange. 

Another international role for the dol- 
lar is the purchases by American bank- 
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ers of German “domiciled” bills, which are 
acceptances or discounts by German bankers 
of drafts drawn by German corporations 
and firms. In other words, scores of Amer- 
ican institutions have acted as banks of re- 
discount for foreign commercial paper in 
which American foreign trade has no in- 
terest. American holdings of “domiciled” 
bills have at times reached big figures. In 
this new way, also, American dollars have 
been at work abroad—at a profit, of course, 
but to the benefit of German industry and 
trade which have had the advantages of 
lower interest charges here. 

It would be interesting to describe in de- 
tail these new international roles of the 
New York money market with the dollar 
playing the lead. But at present attention 
is directed particularly to other work that 
the dollar is now doing. I refer particularly 
to the many engineering enterprises abroad 
which American loans and credits are mak- 
ing possible. 

Some of our leading citizens have ob- 
jected to the fact that in making foreign 
loans our bankers have not insisted upon 
the proceeds of the loans being spent in this 
country. This point has been urged par- 
ticularly in the case of loans made for pub- 
lic works, railroads, etc. However, Amer- 
ican engineering firms have bgen and are 
doing a vast amount of important con- 
struction work which has been made pos- 
sible by American loans and credits with- 
out any such restrictive clauses. 

In a majority of cases the contract for 
the construction of public works abroad has 
been secured in the first instance by the 
American engineering concern on its own 
initiative and its own merits, the matter of 
financing ,being arranged later. In certain 
cases the contracting and the financing were 
done concurrently, and in other instances, 
no doubt, American firms were given more 
consideration because the funds had been 
or could be raised in New York. 


What American Engineers Are 
Doing Abroad 


_ engineering has been favor- 
ably advertised the world over by the . 
successful completion of the Panama Canal, 
by the building of huge sky-scrapers and by 
the great irrigation and _ hydro-electric 
projects here at home. The work of Gen- 
eral Wood in ridding Havana of yellow 
fever and of General Gorgas in Panama 
have given American sanitary engineering 
a superlative reputation in foreign lands, 
especially in Latin-American countries. And 
it is interesting to note that a large part 
of the foreign engineering work which 
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American concerns are now handling con- 
sists of building water works and sewage 
systems, paving streets, and doing similar 
construction work for the benefit of public 
health. 

Take, for example, some of the projects 
which Ulen & Company of New York have 
executed or are now executing. About ten 
years ago this firm built waterworks and 
sewer systems for five interior cities in 
Uruguay. Several years later they executed 
similar contracts for the cities of La Paz 
and Cochabamba in the Republic of Bo- 
livia. Recently they completed the instal- 
lation of a sewer system for the city of 
Maranhao, Brazil, and are now putting in 
water and sewer systems for the city of 
Bogota in Colombia, and for a number of 
cities in Poland. They are moreover re- 
habilitating the water supply system of 
Athens and Piraeus which calls for the con- 
struction of a great aqueduct. 

In addition to these sanitation projects 
this firm which, prior to 1915, had confined 
its activities to the United States, has com- 
pleted for the Bolivian Government 123 
miles of railway connecting the railway 
system of Bolivia with that of Argentina, 
and making it possible to travel by rail from 
the city of La Paz, high up in the Andes, 
to Buenos Aires on the River Platte. 

Another American engineering concern 
that has been very active in foreign coun- 
tries is the Foundation Company of Amer- 
ica. This company has been doing a great 
deal of sanitation work, especially in Peru. 
Its contracts with the Peruvian Govern- 
ment call for the installation of water and 
sewer systems for a number of cities, in 
addition to the paving of city streets and 
the construction of highways and public 
buildings. The Foundation Company has 
been hard at work in Peru for five years or 
more but still has a lot of work ahead of it. 

A few months ago the Foundation Com- 
pany secured an important share in the 
contracts for the drainage of the Mace- 
donian marshes—a very large and important 
undertaking which will change the face of 
the map of a wide area in that portion of 
Greece. This company also received im- 
portant building contracts in Japan follow- 
ing the earthquake of September, 1923. 

I do not pretend to know all about the 
contracts that concerns, such as the Foun- 
dation Company and Ulen & Company, may 
have for construction work abroad. But 
the projects I have just cited represent 
large sums. 


Many Engineering Contracts in 
the South 


THER American construction concerns 

also are engaged on foreign contracts. 
Mention will be made of some of these, 
merely to indicate the widespread and varied 
activity of our engineering firms, some of 
which may not be so well known as the 
Foundation Company or Ulen & Company. 


In San Salvador, the capital of the Re- 
public of El Salvador, R. W. Hebard & 
Company are putting in a water works and 
sewage system and are paving the streets. 
This firm did similar sanitation work in 
Panama and in addition built for the Pan- 
ama government the railroad from the port 
of Pedregal on the Pacific to interior cities 
in the Province of Chiriqui. 

The International Railways of Central 
America, an American Company, is now 
building a line to connect its system in El 
Salvador with that in Guatemala. This 
will give El Salvador its first rail connec- 
tion with the Atlantic seaboard. 

In Mexico another American construc- 
tion firm has a contract for the building of 
hundreds of miles of highways. 

The J. G. White Engineering Company, 
which has to its credit the sanitation work 
which converted the port of Guayaquil, 
Ecuador, from a fever-stricken place into one 
of the healthiest spots in the Tropics, has 
recently been retained by the government 
of Mexico in connection with large irriga- 
tion developments and by the Guatemalan 
Government for various engineering proj- 
ects. 

Incidentally, mention should be made of 
the splendid work done by the United Fruit 
Company in constructing sanitary citieS, 
modern hospitals and splendid port works 
at various places in the Caribbean countries 
in which it operates. 


Razing of the Morro 


HAVE mentioned the sanitation project 

for the city of Maranhao, Brazil, which 
Ulen & Company recently completed. An- 
other American firm, C. W. Bayly & Com- 
pany of New Orleans, has a contract for 
somewhat similar work for Ceara, another 
seacoast city in northern Brazil. Other 
Brazilian construction projects in which 
American engineers have been engaged are 
the razing of the Morro, a great hill in 
the heart of the city of Rio de Janeiro, and 
irrigation works in the State of Ceara. 

Latin American countries have been fav- 
orite fields for the activities of American 
engineers, as this partial list of undertak- 
ings shows. I might have mentioned the 
great engineering projects either completed 
or in progress of construction by the Amer- 
ican mining companies, such as the Chile 
Copper Company, the Braden Copper Com- 
pany, the Andes Copper Mining Company, 
the Cerro de Pasco Company, the Bethle- 
hem Chile Iron Mines Co., the Vanadium 
Company, the Caracoles Tin Company, the 
Northern Peruvian Smelting and Refining 
Company. The development of these prop- 
erties has called for the construction of 
railroads, power plants, port works, dwell- 
ings, etc. I am reminded of a visit I made 
in 1917 to the properties of the Bethlehem 
Chile Iron Mines Company when I was 
greatly impressed by the splendid elec- 
trically operated railway port connecting 
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the mines at Tofo with the port at Cruz 
Grande with its ore handling equipment like 
that at Duluth and its splendid dock hewn 
out of the solid rock. 

The spirit of William Wheelright who 
several generations ago built the first rail- 
ways in Chile and Argentina and that of 
Henry Meiggs who later constructed that 
marvel of railroad engineering—the Cen- 
tral Railroad of Peru—in addition to other 
difficult railways in that country seem to be 
reincarnated in the American engineers of 
the present generation who are tackling 
great engineering problems not only in South 
and Central America but in Europe and the 
Far East as well. 

Neither space nor time will permit the re- 
counting of all the engineering work in for- 
eign lands that American concerns have un- 
dertaken in recent years or have now under 
way. But to show that this spirit of en- 
gineering enterprise knows no geographical 
limits I might add that a few years ago 
American engineers built dikes and other 
protective works on the Yellow River in 
China which have averted the terrible inun- 
dations to which. that section of China had 
been subject. Another American concern, the 
Siems-Carey Company of New York, Had 
a contract for the rehabilitation of the 
Grand Canal of China as a navigable high- 
way. As I understand it, this company did 
a lot of preliminary work but the project 
was not executed because of lack of avail- 
able funds. 

The significance of this cursory account 
of what American engineering and con- 
struction firms are doing in foreign lands 
on a scale undreamed of ten years ago is 
that American financial support is at the 
base of this new activity. American dol- 
lars have been at work abroad in a way 
that is new to us. Loans placed with the 
American public by foreign governments 
have made possible much, if not most, of 
this work, even though, so far as I am 
aware, not a single loan agreement has stip- 
ulated that American firms should have the 
preference in the awards of the construc- 
tion contract. In a number of cases the 
engineering firm has carried the cost of 
construction out of its own resources or 
with the aid of affiliated financial groups, 
until the public works have been completed 
and put on a revenue-producing basis. In 
other cases, the work has been financed by 
American mining, railroad, plantation, and 
other companies out of their own resources 
or from the sale of bonds which were 
bought by the American public. To a very 
slight degree have the engineering projects 
been financed by the foreign government 
most concerned. 

A work more beneficial than this would 
be hard to find, for the funds are expended 
on sanitation projects and on the develop- 
ment of natural resources which not only 
pay for themselves directly but also result 
in improved health and in increased earning 
power and wealth for millions. 
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Judging the Business Situation 


By GEORGE E. ROBERTS 


Vice President National City Bank, New York City 


Not Difficult to Name Principal Factors But a Different Matter 
to Give Them Proper Weight in Relation to Each Other. 
Balanced Relations Necessary for Prosperity. Industries of 
Country in Fair State of Balance but a Hand Is on the Brakes. 


HERE is no parallel in the history 

of all industry to the development 

of the automotive industry. I can 

remember when the automobile in- 
dustry had no standing among bankers. 
{t had no credit; it had to finance itself. 
Bankers had no faith in the future of the 
industry. They regarded the automobile as 
a luxury, they doubted if it served any 
useful purpose, and were afraid that if the 
industry had any degree of success it would 
ruin the country. But it has built itself 
up out of its own earnings until it is in 
the very first rank of American industries. 
The automobile crop has a greater value 
than the wheat crop or the cotton crop, or 
even of the corn crop, or the wheat and 
cotton crops put together. Evidently it 
meets a want, and one is forced to conclude 
that the automobile must render service, 
or the country would not be able to stand 
the expenditure. 

The truck end of the automobile industry 
has not had as sensational a development 
as the passenger vehicle, but it is coming 
fast. I understand that in selling value the 
output of trucks is about one-fifth that of 
passenger cars, and while we must be com- 
ing somewhere near the saturation point on 
passenger cars, we are probably not much 
more than beginning on trucks. Whatever 
question there may be about the percentage 
of utility in passenger cars, it is a certain 
thing that the truck is 100 per cent utility. 

Kipling wrote a poem once contrasting 
the big steamships which are called “liners” 
with the smaller and less pretentious cargo- 
boats which are the mainstay of British 
trade. I recall one stanza: 

“The liner, she’s lady, but if there wasn’t any 


made, 
There’d have to be the cargo boats for home and 
foreign trade.” 


And so I think of the Cadillacs and all the 
beautiful passenger cars as the ladies of the 
automotive industry, — 


“but if there wasn’t any made, 
There’d have to be the freight trucks to carry 
on our trade.” 


The railroad, of course, has certain ob- 
vious advantages over the truck for long 
hauls, but the truck has certain advantages 
for interurban hauls that are coming to be 
appreciated. 


“‘Forthwith to Save the Farmer’’ 


HERE is a never-ending agitation for 

improving the rivers of this country as 

a means of transportation, but one of the 

drawbacks to water transportation, particu- 

larly for short distances, is the delivery 
that has to be made at both ends. 

When I was a boy there was great agita- 


SOME people are very 

much afraid that when 
the industries of Europe 
are fully restored we shall 
have to meet very severe 
competition, but they forget 
that if Europe’s industries 
are busy the people will 
have greater buying power. 
They will want more of our 
cotton, our copper, our 
meats and other products, 
which will mean greater 
prosperity for our farmers 
and greater buying power at 
home. * * * The purchas- 
ing power of every country 
is in its own powers of 
production. 

—GEorGE E. Roserts. 
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tion in Iowa for what was called the Hen- 
nepin Canal project, a canal which was 
proposed to be built from Hennepin, a little 
village on the Mississippi below Rock Island, 
over to the Illinois river, and by which 
boats might pass through between the Mis- 
sissippi River and Lake Michigan. That 
was a project to give cheap freight rates 
to the farmer. Always there is something 
that must be done forthwith to save the 
farmer. None of the proposals ever come 
to anything, but the farmer goes along ob- 
livious to most of them, and doing a pretty 
good job at saving himself. 

Back in my time in Iowa it was the Hen- 
nepin Canal that was going to do the busi- 
ness. One of the most active advocates of 
the canal, Jerry: Murphy, a lawyer of Daven- 
port, was elected to Congress on the strength 
of his promise to get the Hennepin Canal. 
And Jerry was in earnest and he made good. 
He got the appropriation into the River and 
Harbor bill, and the canal was dug, and 
water flowed through it from end to end, 
and that was about the last ever heard of 
the Hennepin Canal. 

Some years ago, talking with a banker 
friend from Davenport I asked him if he 


545 


had ever heard of a waterway known as 
the Hennepin Canal and if it was in use. 
He said, “Oh, yes, the Hennepin Canal was 
open and in use,” and that a little coal came 
through it from mines located near the 
canal, but he added that the coal was de- 
livered of course on the bank of the canal 
or river, and had to be delivered by dray, 
and that an industry which used any quan- 
tity of coal could get it cheaper by having 
it delivered by rail on its own switch track 
and unloaded into its own bins. 

That is one of the reasons why the rail- 
roads beat the waterways in competition, 
and the truck has a similar advantage over 
the railroad on freight that is delivered at 
terminals. A typewriter company which 
has its factory in Hartford and its general 
headquarters in New York, has made 
a careful calculation of the best way to 
get its machines from Hartford to the 
head offices. If it ships by rail it has a 
low cost on the line haul, but it is obliged 
to box or crate every machine, and it has 
cartage at both ends. 

They have built the housing of their 
trucks with shelves and compartments, each 
compartment holding one typewriter snugly. 
That eliminates the cost of boxing, and the 
truck delivers its load direct from the fac- 
tory to the warehouse in New York, more 
cheaply than it can be done by rail. 

Major Church, an engineer to the Port 
Authority of New York, sees a great future 
for the truck in this interurban traffic, over 
moderate distances. He believes we are 
going to have motor-truck highways, laid 
out like railroads with low grades and 
curves, and motor-trucks hauling trains of 
trailers. If he is right there is a great 
future for the truck industry. 


Forecasting Like Piloting 


ALWAYS think when I am asked to do 

anything like forecasting of a little story 
of Mark Twain’s. He tells in it about his 
experience as a cub to a pilot. 

He said that the first trip down the river 
to New Orleans the pilot pointed out to 
him the various landmarks he was steering 
by, a house, a fence, a dead tree, the point 
of a bluff. Mark paid careful attention, 
and when they arrived at New Orleans he 
thought he knew the river pretty well. But 
when they started back he found that the 
steering points were all different, and he 
had to learn an entire new set. Well, he 
set himself to do it, and when they got to 
the end of the trip, he thought that now 
he really did know the river, both coming 
and going. But by the next time they got 
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down to the lower river there had been 
heavy rains over the Mississippi Valley and 
a freshet was on. Then he found that the 
pilot was paying no attention to the marks 
he had used before. He was cutting across 
sand bars that he went around before; 
where he had formerly hugged close to the 
bank he was now sailing down the middle 
of the stream, and in general seemed to be 
going as he pleased. Then Mark began to 
understand what kind of a job it was to be 
a pilot. 

Judging the business situation is a good 
deal like judging the river. The conditions 
never exactly repeat themselves. The gen- 
eral factors may be about the same. It is 
not difficult to name the principal factors 
in the situation any time, but when it comes 
to giving them their proper weight in rela- 
tion to each other at different times, and 
taking account of all the elements of un- 
certainty, that is a different matter. No- 
body can do it. ; 

In the first place, if we are going to judge 
the prospects for prosperity, what are the 
conditions that make prosperity? What is 
the difference between good times and bad 
times? Why is business better at some 
times than at other times? 

The answer is that general prosperity is 
a state of well-balanced relations through- 
out industry and business. 

We have developed in these modern days 
a very complicated industrial and business 
organization. The primitive man did every- 
thing for himself, and he was independent. 
If he did not bring anything home for din- 
ner he did not get any dinner, but that was 
all there was to it; or at any rate there was 
no disturbance outside the family. We live 
under different conditions. We have built 
up a great complicated, specialized system, 
in which each of us does some one thing, 
which may have very little relation to his 
own wants, and all depend upon supplying 
our own wants by an exchange of services 
with others. And it is a wonderfully ef- 
fective system when it is all in order and 
in balance and running smoothly, but like 
every highly organized system or mecha- 
nism it has a tendency to get out of order 
more readily than a simpler system. It is 
a great interdependent organization and if 
anything goes wrong with any part of it, 
every part of the organization is affected. 


Conditions Necessary for 
Prosperity 


INCE all business in the last analysis is 

an exchange of goods and services it 
follows that the various products and ser- 
vices must be offered on the market, in right 
proportions to each other and to the de- 
mand, in order that the exchanges may be 
readily made and that the market shall clear 
itself. When this is the condition we have 
prosperity. Everybody can sell his own 
products and be supplied with what he 
wants; all on a fair basis, and this is pros- 
perity. 

On the other hand, if the products are 
not offered in the right proportions, if the 
market does not clear itself, if certain prod- 
ucts are in excess of demands and cannot 
be soid, then the producers of those prod- 
ucts will not be able to buy what they want, 
the whole system will be thrown out of 
gear; and markets more or less disturbed. 


If one can imagine the producers of every 
kind of goods and services coming to a 
common market place to meet and make 
their exchanges face to face, then one can 
form some idea of the necessity for bal- 
anced industry. Theoretically, according to 
the economists there is no such thing as 
general overproduction, for there is no limit 
to the wants of the world, but we have 
unbalanced production in greater or less 
degree practically all of the time. The pur- 
chasing power of every group of producers 
is in its own powers of production. He 
cannot buy the products of others unless 
he can sell his own. 

Every manufacturer in order to get the 
best results out of his factory must have 
all the departments in balanced relations. 
If they are not there will be waste and 
losses, his costs will go up, his profits will 
go down and he will not have the buying 
power or possibilities of expansion that he 
would otherwise have. In other words, he 
will not be able to make his full contribu- 
tion to prosperity. That balanced relation- 
ship, in the case of a single industry, is 
secured by the authority of the manage- 
ment, but in case of the whole industrial 
organization there is no such authority. It 
is a great voluntary system. We live under 
a regime of liberty. There is no overhead 
authority to tell any man what work he 
shall do, or what pay he shall get for it, 
and we do not want any such authority, 
but it is not strange under the conditions that 
there should be some jostling and confusion. 


Managed by Free Movement 
of Prices 


E have a great automatic system, 
managed by the free movement of 
prices. When there is over-production in 
any line, prices go down and labor and 
enterprise shifts to some other line. When 
demand is greater than supply, prices go 
up and labor and enterprise shift to that 
line. And so we manage, on the whole, 
to maintain a fair state of balance in the 
industries, but there is a good deal of guess 
work and hit-or-miss about it. Still in or- 
dinary times we get along fairly well. 
But into this complicated, highly organ- 
ized situation came the great war, with all 
its disorganizing influences. It was the 
greatest disturbance ever known to the 
modern world, or since industry has been 
organized on the modern scale. It over- 
stimulated some industries and depressed 
others. It broke up the old trade connec- 
tions around the world. It disturbed mone- 
tary conditions, changed the relations be- 
tween currencies, broke down the exchanges. 
Worst of all it changed the price relations 
between different products and different in- 
dustries. It caused a great rise of prices, 
and most things went up fairly well to- 
gether, but when the collapse came they 
went down in a very uneven fashion. Some 
of them fell back to the 1913 price level 
or below, and some of them scarcely came 
down at all. Organized labor generally re- 
sisted wage-reductions pretty successfully, 
and its products have stayed up. Railroad 
employees have resisted reductions and 
transportation charges have stayed up. On 
the other hand, the prices of farm products, 
are fixed by competition, largely in world 
markets, and they came down in a great 


slump, cutting the purchasing power of the 
farm population at first almost in two. 
There has been a farm crisis since 1920 
in every country of the world. It has been 
practically the same everywhere, and that 
has been the principal reason for unstable 
and unsatisfactory conditions in the other 
industries. We have been better off in this 
country than they have been in any other 
country; our industries have been active by 
spells, but the buying power to maintain 
them in a full state of activity has been 
wanting. Approximately one-third of our 
people live on the farms, and these people 
have been short of buying power by reason 
of the low prices of what they have had 
to sell. That situation has improved very 
much in the last eighteen months, and I 
believe that the improvement is in a large 
degree permanent, because all over the 
world production and consumption have 
been gradually getting into a better state 
of adjustment, getting back nearer to that 
state of balance which is necessary to pros- 
perity, and which natural economic laws 
tend constantly to establish. 


Cause of Disturbance in the 
Corn Belt 


BOUT the only serious complaint there 
is from agriculture at this time, is 
from the corn belt. There is complaint that 
the price of corn is low, and that is so, but 
the reason for it furnishes another illustra- 
tion of what I mean by balanced industry. 
Last year the corn crop was short and the 
price was high. The regular regime of 
agriculture in the corn belt was upset. The 
chief use for corn out there is to make 
pork, and when the farmers did not have 
the corn they sold down their breeding 
stock. Now they have a big crop of corn 
and a short crop of hogs, and the price of 
corn naturally falls. Hogs are bringing a 
big price, because of the scarcity. The 
farmers who hung on to their breeding 
stock last year and raised a good crop of 
pigs are reaping a harvest, but the farmers 
who have corn and no hogs have to sell 
their corn for what they can get. The long 
and short of it is that corn and hogs are 
out of balance this year and the corn has to 
be carried over until there are more hogs 
to eat it. That is a temporary condition, 
and it does not affect all of the farmers 
by any means. 

In general, the industries of this country 
are in a fair state of balance at this time, 
business is generally prosperous, and there 
is no reason in sight why we should not 
have a healthy state of prosperity for an 
indefinite time. 

The farther the world gets away from 
the war the more settled conditions natural- 
ly become, because the influence of natural 
economic law is constantly to restore bal- 
anced and normal conditions. 

Some people are very much afraid that 
when the industries of Europe are fully 
restored we shall have to meet very severe 
competition, but they forget that if Eu- 
rope’s industries are busy the people wili 
have greater buying power. They will want 
more of our cotton, our copper, our meats 
and other products, which will mean greater 
prosperity for our farmers and greater 
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An Industrial Loan Department 
for a Commercial Bank 


By JOHN C. MCNEIL 


A Louisville National Bank Sets Up a Department to Make 
Small Loans to Wage Earners at 6 Per Cent Interest. Seeks to 
Get Small Merchants and Contractors to Make Indirect Use of 


Facilities. 


OMMERCIAL banks have gener- 

ally left the making of small loans 

to the industrial loan companies, 

the credit unions, the Morris plan 
banks and other agencies that are more es- 
pecially adapted to deal with this type of 
borrowing. They have been rather wary 
about entering this field, for a number of 
reasons. In the first place, the rate of in- 
terest which might be legally charged gen- 
erally would not afford a reasonable profit, 
for lending small amounts of money on a 
basis requiring weekly or monthly payments 
meant more personnel and clerical work. 
The risk on this kind of an advance is some- 
what higher than on the average credit ex- 
tended and the satisfaction of the small 
loans, in case of default in payment, usual- 
ly involved expense and trouble out of pro- 
portion to the possible profit. 

Principally for these reasons, the com- 
mercial banks have not sought to make 
loans ranging from $50 to $300, although 
they have at times made loans within these 
limits to accommodate customers. 

Recently, however, several banks in the 
larger cities have opened up industrial loan 
departments to cater to the demand of 
steady working people, of good reputation, 
who have no collateral to put up to secure 
a necessary advance, but yet desire to deal 
with financial interests of the highest stand- 
ing. One of the labor banks in New York 
City installed such a department. In Louis- 
ville on August 1, the Louisville National 
Bank installed an industrial department. 


Appealed to Small Depositor 


T is one of Louisville’s oldest financial 

institutions and, in the past, has always 
made an especial appeal to the small busi- 
ness man and the wage-earner, realizing that 
the small balance of today often develops 
into the large balance of tomorrow. In 
the slogan “Large enough to protect you, 
small enough to know you,” it has sought 
to reveal its sympathies for the $maller de- 
positor. 

It was the first national bank in Louis- 
ville to set up branches in different parts 
of the city for the convenience of its cus- 
tomers. A few years ago, the bank adopted 
the scheme of combining insurance with 
savings accounts and this developed con- 
siderable business, bringing savings ac- 
counts into the bank which resulted in other 
accounts for the institution. In its busi- 
ness, the bank found that in a great many 


cases the man who was steadily employed 
but who unfortunately had no collateral, 
had a hard time in securing a loan in an 
emergency. It found that among its cus- 
tomers were several small contractors who 
could secure plenty of jobs from men 
regularly employed, if they were able to 
carry the work over a period of a year or 
two. The small plumbers recited how they 
could install bathrooms in cottages owned 
by bread winners if they could arrange to 
spread the payment out over a period of 
ten or twelve months. The painter told of 
how he could get plenty of jobs painting 
small houses, if the owner might get the 
advantage of time payments. Other cases 
developed that indicated a real need for 
an intermediary in the financing. And so 
last summer, the Louisville National Bank 
announced the opening of the Industrial De- 
partment. Perhaps one factor that swayed 
the officials was the revelation of the small 
losses sustained by the companies that 
financed the sales of automobiles on the 
monthly payment plan. 

Before the Louisville National Bank 
adopted the plan, there were little, if any, 
opportunities for a man having no collateral 
to borrow any funds at a reasonable rate of 
interest. The large banks could not loan 
their funds except upon approved collateral, 
and then for short periods. Of course, if 
a man had proper collateral, he could bor- 
row on the short term plan and then renew 
his loan each due date by paying part on 
the principal. The only resource the wage- 
earner had when in urgent need of funds 
was to go to some loan company and pay 
an exorbitant rate of interest. He would 
have to give a mortgage on his furniture 
as collateral, or secure the indorsement of 
about four or five of his friends. These 
loans are limited by the loan companies to 
amounts not exceeding $300 or $500. 


How the Plan Works 


HE bank, after considerable investiga- 

tion, worked out a plan which is very 
fair to the borrower. Under this plan, any 
man who is regularly employed and who 
can secure the indorsement of two men 
also regularly employed, can borrow any 
sum from $100 to $2,000, dependent upon 
his ability to repay the sum, at 6 per cent 
interest, plus an investigation fee of 2 per 
cent. 

The bank makes two classes of loans— 
indorsed loans, secured by the signature of 
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Bars New Business Ventures if Income Is Uncertain. 


the borrower and two friends having good 
reputations and steady employment; and 
collateral loans, secured by Liberty bonds 
or other stocks and bonds. 

Loans are made for a wide range of pur- 
poses—or for “any legitimate, sensible pur- 
pose,” as the bank expresses it. However, 
three classes of loans are strictly taboo— 
for buying luxuries, speculation or start- 
ing a new business where the income is un- 
certain. 

The sum borrowed is repayable weekly 
or monthly, as the man is paid by his em- 
ployer. 

This loan has an easy repayment feature. 
A loan of $100 is repayable at the rate of 
$2 a week or $8.33 a month. The loan runs 
for a year and at the time of making the 
loan, the interest and investigating fee of 
$8 is deducted. The balance is given to the 
borrower, netting him $92 on each hundred 
dollars borrowed. 

This compares very favorably with loans 
made by the so-called industrial loan com- 
panies where rates of 15 per cent to 50 per 
cent per annum are charged. 

The bank is endeavoring to show the mer- 
chants, contractors and other business 
people how they can profit by the indirect 
use of the industrial loans. The solution 
of the “old” and “overdue account,” it sug- 
gests, lies in getting these people to bor- 
row the money from the bank and use the 
proceeds to settle the indebtedness. “They 
can and will give us each pay day a small 
amount, which they are too embarrassed to 
hand to you,” the bank says. 

Contractors and builders can secure many 
a good contract by offering this loan to their 
customers, it states, in addressing this class. 
“Tt gives you the cash,” the bank observes. 
And likewise appliance men and other types, 
who can use the installment plan at an ad- 
vantage, but yet who are not in a position 
to finance their operations without having 
cash paid down by the purchasers. 


President Discusses Small 
Loans 


66 S usual, the large commercial banking 

institutions are not organized for 
handling small loans that are paid back in 
weekly or monthly installments,” Richard 
Bean, president of the bank, in discussing 
this system of loans stated. “For many 
years the people of moderate means who 

(Continued on page 575) 
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66 HE economic law and the moral law are al- 
ways in harmony,” says George E. Roberts, 
in a discourse which is printed on another 

page. And there have been issued recently from two 
prominent corporations, reports which eloquently tes- 
tify to the soundness of the doctrine that helping man- 
kind to help himself is good economics and good busi- 
ness. 

It used to be the fashion, a few years ago, for men 
to tell each other—on no authority at all—that corpora- 
tions were without souls. The “soulless corporation” 
was a by-word which had a pessimistic popularity 
merely because it had a little mournful, kill-joy melody. 
It lost its discordant popularity because it was untrue 
and because there has come about a better understand- 
ing of the human-interest side of the corporation. 

The Endicott Johnson Corporation, manufacturers of 
shoes at Endicott, N. Y., in its president’s report, tells 
us that it has been able in these times of shrinking dol- 
lars to make the dollars of its employees actually worth 
$1.25 in purchasing power. 

“Due to our ‘Labor Policy,’”’ says President George 
F. Johnson, “we have been able to go through the 
period of readjustment in the shoe and leather industry 
with our organization intact and greatly strengthened. 
Contrary to current custom no cuts in wages have been 
necessary, but, on the other hand, our 17,000 working 
partners have earned more money, the average increase 
being 5 per cent over the previous year. In contrast 
with these higher earnings, we have, through constant 
improvement of working conditions, considerably low- 
ered our operating and labor costs. 

“The cooperative methods inaugurated (and still in 
existence) make our workers’ dollar worth $1.25 in 
purchasing power. These cooperative activities include 
medical department, workers’ stores and restaurants, 
and settle satisfactorily for our workers the high cost 
of food, medicine and doctor’s bills.” 

The other bit of testimony referred to in substantia- 
tion of the statement that the economic law and the 
moral law are always in harmony, is found in an an- 
nouncement made by the General Motors Corporation 
of the distribution of the sum of $11,200,000 in cash 
and in common stock being made to 8300 of its em- 
ployees. 

“During each year,” says the statement, “since the 
establishment of the savings fund in 1919, a new class 
has been formed, maturing in five years. In the course 
of the year employees make monthly or semi-monthly 
payments into the savings fund, not to exceed 10 per 
cent of their wages and the total for the year must not 
exceed $300. For each dollar put into the savings fund 
by employees, the corporation puts fifty cents into an 
investment fund in the subsequent five years. Em- 
ployees have the right to withdraw their deposits from 
the savings fund, plus interest; but if they withdraw 
before the end of the five years they forfeit the money 
deposited in the investment fund ‘by the corporation 
for their benefit. 

“Any employee participating in the plan may borrow 
money to make payment for a home without losing any 
of the benefits of the plan. Of the 8300 employees in 
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the 1920 class, approximately 4000 are buying homes 
through the aid of the fund. At the present time 54 
per cent of all eligible employees, or 36,000, are par- 
ticipating under the plan. In all the classes since the 
fund has been established, there are over 7000 em- 
ployees who have utilized the fund for assistance in 
buying and building homes. 

“The actual cash distribution to be made at this time 
to these 8300 employees in the 1920 class from the sav- 
ings fund is $2,043,405. This is their deposits plus in- 
terest at 6 per cent compounded semi-annually. In ad- 
dition to this cash there will be distributed from the 
investment fund, 75,481 shares of General Motors com- 
mon stock which has a market value of $9,157,720.” 

It makes little or no difference what basic motive 
prompts or has prompted either of these corporations. 
The final result is that the desire to help the average 
employee to better his personal and home conditions 
has worked in harmony with direct economics—it has 
worked around to the betterment of the corporation, 
for the employee who is easy in his mind regarding his 
personal affairs works with better intelligence and a 
more satisfied swing. The more he accumulates in a 
given locality, the more satisfied he becomes to remain 
in that locality and to cleave to the corporation which 
has helped him to secure some degree of independence. 

The two corporations mentioned above are not neces- 
sarily outstanding examples of cases where altruism 
works round to economics. They may not perhaps be 
typical of the whole, but they amply justify the belief 
that a measure of our wonderful prosperity is springing 
from the desire of one man actually to help and foster 
the ambitions of another. 


This Way Out 


ANY class of producers who have on their hands 

the problem of selling more of their output than 
the market readily absorbs can not go far in this year 
of 1926 without getting a suggestion—if they will but 
take it—for the solution of ‘their problem. 

The answer as to what we will do with a surplus 
is found on practically every billboard from the At- 
lantic to the Pacific; in the coaches of most transporta- 
tion systems, in some form or other; in magazines and 
newspapers, and in personal letters, circulars and 
catalogs the postman delivers from day to day at every 
door. 

If there is no market make it. Wrigley did it for 
gum, Candler for a drink, Eastman for a little camera. 
If the market is not large enough make it larger. The 
raisin growers of California did it for raisins and the 
apple growers of the Pacific Coast have done it so 
successfully that they are selling their apples almost 
under the trees of Eastern apple growers. 

Why not do the same with corn? It has splendid 
possibilities of an enlarged domestic market under the 
right kind of sales and advertising leadership. 

There may be better ways to market than by the 
advertising route, but the advertising route at least 
has one thing to recommend it in that it is a broad 
well-traveled highway! 
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The Rubber Inquiry in Congress 


Majority Leader of the House of Representatives 


By JOHN Q. TILSON 


What is to be Gained by Investigation into Foreign Monopolies? 
United States Forced to Pay Several Hundred Million Dollars 
Annually More Than So-Called Fair Price for Rubber. Little 
Hope for Production from Philippines. Better Trade Relations. 


NE of the troublesome questions 
growing out of the World War 
comes from the demoralization of 
the crude rubber market and in- 

dustry. During the war the demand for 
rubber was unprecedented and all sources 
of supply were utilized to the limit. Upon 
the close of the war the abnormal demand 
for rubber dropped. There was not even 
the demand for the normal peace time re- 
quirements, because a large amount of man- 
ufactured rubber products were left on hand 
or in reserve when the war ended. The 
inevitable result of this falling off of the 
demand was to lower the price of crude 
rubber to such an extent that it was no longer 
profitable to produce 


it. Grave _conse- 
quences for the fu- 
ture were feared. 


In order to stabilize 
the price at a figure 
high enough to en- 
courage production 
the so-called Steven- 
son plan was_ hit 
upon, and in 1922 
the control of rub- 
ber production in the 
British East Indies 
was organized un- 
der it. 

After investigation 
by those most famil- 
iar with the subject, 
and most interested 
in having a depend- 
able supply of rub- 
ber available, it was 
agreed as a part of 
the plan that about 
thirty-six cents a 
pound was a fair 
price for crude rub- 
ber and that if this 
price were assured 


price was just thirty-six cents per pound; 
in March the average price had risen to forty- 
one cents per pound; in April, it was 43.6 
cents; in May 58.4 cents; in June 77.3 cents, 
and in July $1.032. Here it appeared that 
the price had been lifted altogether too 
rapidly and there was a slump in the rubber 
market, so that in August the average price 
was only eighty-three cents per pound; in 
September it was 88.9 cents; in October 
98.1 cents, and in November, the last month 
for which the figures at my disposal are 
available, the price was $1.095. The peak 
price reached was $1.21. 

What the effect of such prices would be 
if they prevailed indefinitely may be readily 


$700,000,000 per annum. A British news- 
paper recently boasted that if this price 
could be maintained for seven or eight years 
the entire amount of the British war debt 
to the United States would be thereby col- 
lected and paid. « 

The methods used have been restriction of 
production and the control of releases in 
export. While it is not claimed that the 
methods used are in violation of interna- 
tional law or of any treaty agreement, it may 
nevertheless be said that the measures by 
which the controls are made effective are of 
such a nature that if resorted to in the do- 
mestic commerce of the United States would 
be in violation of our anti-trust laws made 
for the purpose of 
preventing monopo- 
listic | combinations 
and agreements in 
restraint of trade, 
and the most unfor- 
tunate feature of the 
case, so far as inter- 
national relations are 
concerned, is that 
the restrictions have 
been made a matter 


of governmental 
regulation. 

In view of the 
situation just de- 


scribed, a resolution 
was introduced by 
me just before the 
holiday recess of 
Congress, authoriz- 
ing the Interstate 
and Foreign Com- 
merce Committee of 
the House of Rep- 
resentatives to in- 
quire into the sub- 
ject of restrictions 
and control of rub- 
ber and other raw 


a dependable supply materials necessary 
of rubber would Ewing Galloway for the continuation 
also be ultimately Smoked latex—the juice from rubber trees—drying on lines in front of a native hut in of our _ industries, 
assured. The plan the Singapore district. imported into this 


worked; in fact, it 
worked altogether too well. When the price 
had reached the level agreed upon as a fair 
price, instead of being happy and content, 
those who would profit by higher prices 
were not satisfied with the fair price now 
being realized, and proceeded to raise the 
price to a still higher level. 

When the year 1925 opened the price 
of rubber was about the fair price. For 
the month of February, 1925, the average 


seen. Our annual crude rubber requirements 
for the next year or two will probably be 
approximately 900,000,000 pounds. At the 
so-called fair price this supply would cost 
in the neighborhood of $300,000,000, while 
under the top price already reached our 
requirements would cost approximately 
$1,000,000,000. In other words, the top price 
over the so-called fair price would mean a 
loss to American users of rubber of about 
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country from for- 
eign countries, and to report the findings 
of the Committee with its recommendations 
to the House. The inquiry was begun im- 
mediately after the holiday recess, and as 
this is written is still going on. Already 
considerable information not heretofore gen- 
erally understood has been brought out and 
brought together in such a way as to cause 
the situation, now critical in the rubber in- 

(Continued on page 599) 
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By TASKER L. ODDIE 


. Western Federal Reclamation. 


U. S. Senator from Nevada; Member of Senate Committee on Irrigation and Reclamation 


Through It 2,000,000 Acres of Land Have Been Irrigated. A 
New Farm Population of 142,000. There Are 37,000 Farms 
Annually Producing Crops Valued at Over $110,000,000. 
New Wealth Over Three Times Amount of the Investment. 


HE present national irrigation- 

reclamation policy was created to 

reclaim the arid lands of the western 

public land states which lack suf- 
ficient rainfall to permit crops to grow 
without irrigation. It had its beginning in 
the Newlands Reclamation Act of 1902, and 
the Newlands project in Nevada was the 
first to be built under this act. 

Of the more than 70,000,000 acres of land 
within the boundaries of the state of Ne- 
vada, the Federal government owns about 
60,000,000 acres, or nearly 90 per cent, an 
area almost as large as New York, New 
Jersey and Connecticut combined. Only 
about 10 per cent of the land within the 
borders of Nevada is in private ownership, 
from which revenue by taxation 
derived. 

This presents a striking illustration of the 
co-partnership relation which exists between 
the Federal government and the western 
public land states, and the moral responsi- 
bility and obligation that rests on the Fed- 
eral government in its dealings with these 
states. 

These western public land states contrib- 
ute vast sums in taxes to ‘the Federal 
Treasury each year, a large part of which 
are paid in and credited to some of the 
eastern states. 

For nearly twenty-five years the govern- 
ment has been positively and legally com- 
mitted to a fixed reclamation policy. It is 
the trustee for the reclamation fund, which 
is derived from the sale of public lands, and 
from royalties from coal and oil leases on 
the public lands in the western public land 
states, and it is also administrator of the 
projects, so its duty is to fulfill its obliga- 
tions in these matters efficiently and 
promptly. It must not and cannot abandon 
this policy, or impose impracticable restric- 
tions on its administration. 


Loans to Settlers 


money expended for these projects 
is in the nature of loans to the settlers 
which must be returned to the revolving 
reclamation fund in order that it may be 
used for the completion or extension of 
existing projects, or the building of meri- 


torious and needed new ones. This money 
does not come from the Treasury funds 
which are raised by taxation from the 
people, as are the appropriations for rivers 
and harbors and other public improvements 
which are outright expenditures of the gov- 
ernment which do not have to be repaid. 
During the last session of Congress the 
President recommended certain legislation 


can be - 


relating to reclamation, which was enacted 
into law. It was based on the able and 
exhaustive report on reclamation projects 
made by a committee of experts appointed 
by the Secretary of the Interior for that 
purpose. 

This legislation was carefully considered 
and favorably reported to Congress by the 
committees in both Houses having these 
matters in charge. Included in these com- 
mittees and in the membership of both 
Houses, are some of the ablest and most 
experienced men in the country on irriga- 
tion and reclamation matters and who are 
also recognized as leaders in industry, fi- 
nance and the professions. They have been 
selected by the people as their representa- 
tives, and their advice and counsel, and the 
laws relating to these matters which they 
have helped to enact, and which the Presi- 
dent has approved, should unquestionably 
be given heed by the government officials 
whose duty it is only to administer them 
with the utmost promptness and dispatch. 
This has not been done in certain important 
cases. 

Recently certain unfair and misleading 
statements intimating that western Federal 
reclamation has proved a failure have ap- 
peared in several periodicals of large cir- 
culation, and have come from certain de- 
partmental officials of our government. This 
has had a tendency to undermine the public 
confidence in reclamation project develop- 
ment, and if not answered and checked 
will do serious harm to reclamation in gen- 
eral, and to the business of the whole 
country. It will make it difficult to secure 
the necessary appropriations from Congress, 
and will tend to depreciate the value of 
reclamation securities and retard financing 
of private reclamation enterprises hereafter. 
It is therefore necessary that the bankers 
of our country be reliably informed on this 
question, as they are eminently qualified to 
grasp the real facts, and are especially ‘in- 
terested in and affected by the outcome. 
They, more than others, know that un- 
answered and unchecked misleading and 
damaging reports on any business or indus- 
try are harmful, and reclamation enterprises 
which have recently been attacked are not 
unlike banking enterprises in this respect. 
Favorable public opinion and confidence in 
reclamation enterprises are as essential to 
their success as they are to financial and 
other business enterprises. 


What It Has Accomplished 


E must anticipate the future growth 
of industry and population in our 
country by reclaiming more lands. Inves- 
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tigation will show that the agricultural 
output of the country is not increasing pro- 
portionately with our population. The 
normal balance between agricultural pro- 
duction and consumption in our country re- 
quires the completion of our _ present 
reclamation projects and others under con- 
templation. A retarding of normal western 
reclamation growth will tend to delay the 
reducing of the high cost of living to the 
people in the populous centers, and in the 
country at large. 

If our country’s growth and development 
has reached its maximum, these arguments 
and facts are of no avail. 

Federal reclamation has been one of the 
most strikingly successful, progressive and 
constructive enterprises ever undertaken by 
our government. It has transformed vast 
areas of the arid deserts in the western 
states into prosperous farming communities. 
It has resulted in the irrigation of about 
2,000,000 acres of new land. It has created 
a new farm population of about 142,000 
people with 37,000 irrigated farms, and 208 
towns with a combined population of 337,- 
000 people. It has created $600,000,000 of 
new national wealth. It is producing crops 
on these projects valued at over $110,000,- 
000 per annum. Already about $200,000,000 
has been expended or contracted for from 
the reclamation fund in building these pro- 
jects, and about $60,000,000 of this has al- 
ready been repaid to the fund. 

Another important result of these west- 
ern reclamation projects has been the crea- 
tion of 935 schools, 633 churches, and 150 
banks with deposits of $111,000,000. 


Benefits of Irrigation 


HE benefits that have come to the coun- 

try as a whole from these western re- 
clamation projects is incalculable They have 
created a market for $500,000,000 worth of 
manufactured and other products which 
other states have furnished. In this the 
East has especially benefited. They fur- 
nish winter feed for great herds of cattle 
and sheep that range in the western states. 
The feeders from these herds provide a sub- 
stantial part of the market for the corn 
products of the middle western states. 
Furthermore, these projects contribute mil- 
lions of dollars per annum to the various 
transportation agencies in the country. They 
also contribute millions of dollars in taxes 
to the state and Federal government each 
year. In fact, they-are so closely knitted 
to the business and financial structure of the 
whole country, and of such vast and far- 
reaching importance that they must be en- 

(Continued on page 589) 
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The High Court of Our Import 


Trade 


By BRUCE DAVENPORT 


The Little Known United States Court of Customs Appeals Is 
Virtually the Final Arbiter in Cases Involving a Half Billion 


Dollars Annually in Revenue. 


Passes on Knotty Questions 


of Customs Duties and the Classifications of All Imports. 


F courts were given popular names, 

there is a high tribunal sitting in Wash- 

ington that doubtless would be known 

as the Supreme Court of foreign 
trade. It is one of the most important 
parts of the Federal business machinery— 
for it is virtually the final arbiter in cases 
that provide nearly a half-billion dollars 
of revenue annually to the United States 
Treasury. Clothed with power to make 
refunds that may reach into the millions, 
it has an indefinite appropriation—which 
means that its awards are immediately hon- 
ored by the Treasury. 

But, in spite of its importance, the court 
is almost unknown. The average business 
man or banker is probably unaware of its 
existence. For the United States Court of 
Customs Appeals is one of the little known 
and unsung branches of the government. 
It is quartered in a few rented offices of a 
bank building in the Capital. Yet there is 
a single case recently handed down that 
involves three million dollars in revenue. 
With the growth of our import trade, the 
court promises to take an even more prom- 
inent part in the business affairs of the 
country. 


Created to End Chaos 


Rr court is one of comparatively recent 
origin. It was set up in 1909 to un- 
ravel the tangled skein of litigation that had 
grown up under the administration of the 
customs laws. As its name implies, the 
court has jurisdiction over cases where the 
importer or the government appeals from 
the duties that are assessed on goods and 
commodities imported from foreign coun- 
tries. Just as the tariff has always been 
a question of marked differences in politics, 
the administration of the act—with the mul- 
tifarious task of determining the proper 
classification of nearly every article that 
seeks entry from the outside world and 
ascertaining its real value—creates thou- 
sands of differences daily. It is the work 
of the customs court to settle the knottiest 
differences. 

More things than ever packed Noah’s ark 
come into a single American port of entry 
on almost any business day. Thousands 
upon thousands of articles are specifically 
catalogued in the fat book that makes up 
the schedules in the Tariff Act. But there 
are a vast number of things that are cov- 
ered by the basket clauses or listed loosely 
as articles “not specially provided for.” Nat- 


Kadel and Herbert 
West strect, the congested thorough- 


fare that leads from the North River 
piers in New York port. 


urally many a dispute arises between the 
importer and the government, especially if 
the classification that the in porter insists 
is appropriate calls for the payment of 
smaller duties than that which the customs 
experts give it. 

There are fine distinctions to be drawn. 

One of the great chains of five-and-ten 
cent stores imported a vast quantity of orna- 
ments and baubles for Christmas trees and 
sought to have the trinkets entered as toys. 
The customs service insisted that the goods 
were not dutiable as toys but should be 
admitted as manufactures of glass. The 
rate on toys was less than on manufactures 
of glass so the chain stores sought the toy 
classification. Thousands of dollars in rev- 
enue to the government hung upon the de- 
cision of the customs court, which was 
favorable in the main to the importer. 

Jacquard lace is so heavy that it is some- 
times used as upholstery. Within recent 
months there were heavy imports of this 
article and the importers sought to have it 
admitted as upholstery because the duty 
on lace is much higher. The customs ser- 
vice was upheld in its position that Jac- 
quard lace would have to pay the higher 
rate. 

Cases where the wits of the importers 
are matched against those of the gov- 
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ernment in seeking a classification that will 
escape the high rates of the tariff are al- 
most countless. If there is any way to 
avoid the heavier burden, it is usually found 
despite the studied effort of Congressional 
committees not to leave a loophole. Daily 
there are hundreds of protests filed over 
the classification of articles that go over 
that tortuous course known as the customs 
maze. 

Classification is just one of the major 
difficulties that confront the men who collect 
the tariff. Valuation is more perplexing. 

The tariff act levies specific—so much 
per foot, per pound or per article—and 
ad valorem duties; and occasionally a com- 
bination of the two. Once an import has 
been classified that bears a specific rate 
it is easy to figure out how much the duty 
is. But in the case of ad valorem rates, 
where the tariff is a certain per cent of its 
value, it is a mighty difficult matter, at 
times. Naturally the importer seeks to have 
the value as low as possible, the govern- 
ment wants to get its rightful duty and 
the American manufacturer of the same 
commodity that is being brought in to 
compete with his product wants the value 
placed at a high figure to get the utmost 
in protection. This three-sided struggle goes 
on continuously. 

At the present time, such a struggle may 
be seen in the fixing of chemical prices. 
The American textile manufacturer wants 
to get the foreign-made dyes as cheaply as 
possible. The American chemical industry, 
which was largely developed during the 
war, insists that the foreign dyes should 
not be undervalued because if they are, 
the foreigners may be able to lay down the 
dyes in the United States for less than the 
actual cost of production here. This, it 
is obvious, would kill the American industry. 


How Merchandise Enters 


T should not be inferred that the court is 

called to pass judgment on the multitude 
of protests as to classification or valuation. 
It is a court of last resort and only those 
cases reach it which have not been adjusted 
by the regular and ordinary machinery. 

When merchandise arrives for entry, the 
importer files his declaration, specifying 
what he is seeking to bring in, setting forth 
its foreign wholesale value and classifying 
it. He pays the duty at the outset. The 
government checks up on the declaration to 

(Continued on page 595) 
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HE salvation of the administration’s 
debt funding program seems as- 
sured through the insistence by the 
House that the agreements had to be 
considered first by the House because they 


were measures raising revenue for the 
Treasury. Mr. Mellon had been striving 


through many months to bring the debt dis- 
cussion in the United States to that precise 
basis. 

He has believed all along that if he 
could extract some of the politics from the 
issue he could succeed in liquidating the 
whole troublesome mess. His patience has 
been taxed, his good faith challenged, his 
views and purposes assailed. Now, he en- 
visages a vindication. 

It has come about through a new leader- 
ship in the House of Representatives. The 
lower body heard echoes early in December 
of a colorful political discussion in the 
Senate of the war debt agreements. Before 
another day dawned, the House was a unit 
in demanding that the Senate keep hands 
off the debt agreements. 


House Asserted Its Rights 


HE House armed to assert its rights. 

The Senate started out to treat the fund- 
ing arrangements from a political stand- 
point. An appeal to the prejudices of the 
American taxpayer was imminent. He 
would be informed he had been a victim of 
European strategists. Imposing statistics 
were to be paraded in the Senate chamber 
to support charges that the Treasury had 
been pilfered, the popular purse looted and 
the “life, liberty and happiness” of tax- 
paying Americans of the future bartered 
over a debt-settlement table where Mr. Mel- 
lon had sought to lay the cornerstone of 
a memorial to himself as Secretary of the 
Treasury. 

Mr. Mellon was not concerned so much 
about what might be said about him in the 
Senate but he did not wish to have the debt 
agreements rejected through political con- 
sideration. If they were unsound econom- 
ically, well and good, but he wished them 
to stand or fall on the basis of accepted 
fiscal standards. 

The Republican members of the Senate 
Committee on Finance, at a secret meeting 
before Christmas, considered the Mellon 


agreements and appreved them. Irrespective 
of the politics which might develop those 
Senators were prepared to go through with 
that decision. 


With the influence of the Ad- 


The Debt Funding Program 


In Congress 


By ROBERT BARRY 


Insistence of the Representatives that War Debt Funding Agree- 
ments be First Considered in the House Probably Means the Sal- 
vation of the Administration’s Program. Two Plans of Approach 
to Debt Settlement. 


ministration back of the Finance Committee 
the ultimate determination by Congress is 
not confused. 


The Italian Settlement 


HE House voted two to one for ratifica- 

tion of the agreement with Italy. The 
bulk of the opposition votes came from the 
South. Setttlements with Belgium, Czecho- 
Slovakia, Roumania and others were ap- 
proved by heavy majorities. Arguments 
against the Italian adjustment will be pre- 
sented with greater violence in the Senate, 
yet Administration leaders: could count, a 
month prior to debt considerations, less than 
twenty negative votes. 

Mussolini is the target. “The anti-Fascist 
Italians in the United States wish to strike 
at him. The Dictator’s proposal to restore 
Rome to its ancient grandeur and his en- 
larged military budget afford topics for 
Senate debate. 

When the Senate debates the debt agree- 
ments, late in February, and the ability of 
debtor nations to undertake large obliga- 
tions with American bankers, Secretary 
Mellon will present a practical suggestion 
to the corn and wheat West and the cotton 
South. Only from those private loans to 
Europe during the past year, have those 
countries been able to pay for wheat and 
cotton. Without those new loans American 
exports are impossible. 


Good Bargains or Bad? 


T is possible to treat the debt settlement 

issue as it arises in Congress in many 
ways. You may wrap yourself in a maze of 
figures, facts and fancies and conclude that 
the government’s policy has been eminently 
right or tragically wrong. You may con- 
struct a theory that Mr. Mellon and his 
associates were too harsh with France or 
that they were too liberal with Italy. 

If your inquiry should bring you to Wash- 
ington you may hear on the “highest au- 
thority” that Mr. Mellon had come to an 
agreement with Joseph Caillaux but that 
Senator Reed Smoot.was able to upset the 
apple cart because Secretary Kellogg and 
Secretary Hoover would not stand with 
the Secretary of the Treasury. 

You may ascertain from “the most com- 
petent quarters” that having come to an 
accord with Italy on the terms of the Volpi- 
Mellon agreement, the American Commis- 
sion could hardly insist on terms as ~-exact- 
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Why Secretary Mellon Chose Business. 


ing as those in the so-called Mellon- 
Caillaux proposal which failed. 

You may engage a Treasury actuary to 
demonstrate that the agreement with Italy 
means the American people have compro- 
mised for about forty-five cents on the dol- 
lar as against eighty-two cents in the British 
settlement. 

To offset that you can command statis- 
tics and viewpoint supporting the theory 
that America has driven amazingly hard 
bargains; that the interest rates accorded 
her debtors may operate to her gain at 
some future date when money might be 
cheaper; that Andrew W. Mellon will be 
better understood about the time the peak 
payments are reached and America’s own 
war debt sinking fund requirements are 
lowest. 

You can have for the asking an abun- 
dance and variety of opinions as to the ul- 
timate collections or revision or default or 
repudiation of the Mellon agreements, but 
dealing with the debt settlements as Con- 
gress obtains them there is nothing mysteri- 
ous about them. 

Any responsible writer in Washington may 
reach the foundations of the whole policy 
merely by taking the trouble to interview 
Mr. Mellon or Undersecretary Winston. 
The facts were available long before the 
Treasury chiefs appeared before the Com- 
mittee on Ways and Means of the House 
of Representatives at the conclusion of the 
Christmas recess. 


Two Avenues of Approach 


R. MELLON came to a decision some 

months ago that there were two aven- 
ues of approach to debt settlements. One 
was to attempt adjustment on a _ political 
basis. That meant an American insistence 
on collection of the last dollar, insistence on 
a rate of interest as “stated in the bond” 
or in the language of politics, “payment of 
the last red cent.” 

The other course open to the Secretary 
of the Treasury was to treat the whole 
question as an affair among business men, 
to forget that arrangements among govern- 
ments are distinct from obligations among 
men and to apply accepted formula of busi- 
ness procedure to a problem of political 
organizations. Mr. Mellon may not have 
realized it but he was harking back by the 
straightest possible line to his own personal 
experience as a man of large affairs in 

(Continued on page 594) 


The Mechanism of Federal 


Reserve Policy 


By W. RANDOLPH BURGESS 


Assistant Federal Reserve Agent, Federal Reserve Bank of New York 


Factors Which Are Employed in Determining It. 


A Funda- 


mental Principle Is to Safeguard Local Interests. Among the 
Men Who Make the Policies, Business Men Are in the Majority. 


The Discount Rate Experience. 


N preceding articles in this series it 
has been pointed out that certain of 
the effects of the presence of the Fed- 
eral Reserve System have been due to 
the more or less automatic operation of the 
Reserve Bank mechanism. An improved 
check collection plan arose naturally from 
the presence of a countrywide agency for 
centralizing bank reserves. More stable 
interest rates result from the flow of funds 
into and out of the Reserve Banks, mostly 
on the initiative of 
hundreds of member 
RATE 
banks. A_ tremen- 


provided an organization, not operated for 
profit, continuously interested in the coun- 
try’s banking policy. 

The decisions reached by those charged 
with the administration of Federal Reserve 
policy are thus of national importance. Een 
in the field of policy, however, mechanism 
has an important place and it is the purpose 
of this article to discuss certain of the fac- 
tors in determining a policy which may be 
thought of as semi-mechanical in nature. 


dous import of gold 
has done little to un- 
settle our credit 
structure because 
member banks found 
themselves owing 


the Reserve Banks 
large sums after the 
war and used most 
of the gold to pay 
off these debts. 
These and other re- 4) 
sults have reflected 
largely the opera- 
tions of the Reserve 
System as a 
mechanism. 

There are other 


Open Market Transactions. 


strictions of state or national banking law. 

Similarly the twelve Federal Reserve 
3anks are autonomous units in dealing with 
the member banks. Each Federal Reserve 
3ank is operated by its own directors and 
the officers appointed by its board of di- 
rectors. Each Reserve Bank decides how 
much or how little it will lend to member 
banks. .Each Reserve Bank is responsible 
for initiating changes in its discount rate 
and for deciding its policy in open market 
transactions. It is 
clear in the Federal 
Reserve Act that 
Congress had no in- 
tention of creating 
a central bank in this 
country but a_ re- 
gional banking or- 
ganization, with 


phases of Reserve 
System operation in 
which policy and 
planning are of the 
utmost importance. 
In fact the establish- O 
ment of the system 

has laid the basis 

for an American 

banking policy. In 

the old days with 

the country’s gold reserves scattered 
among 27,000 separate banks, each work- 
ing for its own interest aiid each or- 
ganized for profits, no continuous common 
policy was feasible. No one was respon- 
sible for general credit conditions. In times 
of emergency when some joint action was 
imperative, powerful private individuals and 
the clearing houses took command of the 
situation and enforced some plan for a short 
period. In other countries banks of issue 
gave continuous leadership, but here we 
had no such agency before the Reserve 
System was established. The Reserve Act 
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Diagram 1—United States Money Rates. 
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A fundamental principle of the mechan- 
ism, or machinery, for determining Federal 
Reserve policy is its provision for safe- 
guarding local interests, while at the same 
time insuring a measure of national unity 
in policy. 

Beginning with the local member bank the 
principle of local self-government is respect- 
ed. No Federal Reserve Bank tells its mem- 
ber banks what loans they may or may not 
make to their customers, what investments 
they may buy, or what deposits they may 
accept. All these are matters for decision 
by the member bank, under the general re- 
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only a certain meas- 
ure of centralization 
in those matters in 
which uniformity. of 
practice and policy is 
essential. 

There are certain 
of the functions of 
the Reserve Banks 
which are country- 
wide in scope, in- 
cluding the collec- 
tion and wire trans- 
fer systems, in 
which uniformity of 
practice is  meces- 
sary, and for these 
functions the Feder- 
al Reserve Board 
prepares uniform 
regulations. In mat- 
ters of policy, more- 
over, a certain 
coordination is necessary and the law pro- 
vides that discount rates established by the 
individual Reserve Banks are subject to 
“review and determination by the Federal 
Reserve Board.” Coordination in open 
market purchases of acceptances and govern- 
ment securities is effected through a com- 
mittee of governors of five of the Reserve 
Banks, which makes recommendations to the 
banks as to open market policy. The Fed- 
eral Reserve Board has authority to deal 
with cases in which interdistrict action is 
necessary, such as where one Reserve Bank 
finds it necessary to borrow from another. 
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Diagram 2—London Money Rates. 


The provision in the mechanism of the 
Reserve System for safeguarding both na- 
tional and local interest was referred to as 
follows by President Wilson in a letter to 
Senator Underwood: 

“No group of bankers anywhere can get con- 
trol. . . . No one part of the country can con- 
centrate the advantages and conveniences of the 
system upon itself for its own selfish advantage. 

. I think we are justified in speaking of this 
as a ‘demecracy of credit. Crédit is at the disposal 
of every man who can show energy and assets. 
Fach regicn of the country is set to study its 
own needs and opportunities and the whole coun- 
try stands by to assist. It is self-government as 
well as democracy.” 


Who Decides Policy 


NOTHER feature of the mechanism of 
the Federal Reserve System, which is 
a guarantee of the representative character 
of decisions as to policy, is the method of 
selection of the people who decide policy. 
The Federal Reserve Board consists of 
eight members including the Secretary of 
the Treasury and the Comptroller of the 
Currency ex-officio. The six other members 
are appointed by the President for ten-year 
terms. Not more than one of the six mem- 
bers shall come from any one Federal Re- 
serve district, and they must be appointed 
with 
of the financial, industrial, and commercial 
interests, and geographical divisions of the 


country.” The present six appointed mem- 
bers of the board were formerly banker, 
farmer, merchant, newspaper publisher, 


lawyer, and economist. 
The selection of directors of the individ- 


ual Reserve Banks was discussed in the 
Monthly Review of the Federal Reserve 
Bank of New York for January 1, 1926, 


as follows 

“Of the nine directors (of each Reserve 
Bank), six are elected by the member banks 
and three are appointed by the Federal Re- 
serve Board. Of the six elected by member 
banks three may be bankers, and the other 
three must be actively engaged in commerce, 
agriculture, or industry in the district, and 
while serving as Reserve Bank directors 
may not serve as directors or officers of 
any other bank. Of the three directors ap- 


“due regard to a fair representation . 


pointed by the Federal Reserve Board, one 
acts as chairman of the board, a man of 
banking experience, and devotes his entire 
time to the Federal Reserve Bank, carrying 
in addition the title and duties of Federal 
Reserve Agent. The other two appointed by 
the Federal Reserve Board must have no 
other banking connection while serving ‘as 
directors. Hence they are usually business 
men. 


Business Men in the Majority 


66 HUS, of the nine directors of each 
Reserve Bank, five are ordinarily 
business men, three are active bankers (fre- 
quently with business interests in addition), 
and one is chairman and Federal Reserve 
Agent. Directors hold office for three years 
and may be reappointed or reelected. 
“Of the present 108 directors of 
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the 


1919 1920 1921 


February, 1926 


1922 


twelve Reserve Banks, twelve are the chair- 
men of the board and thirty-six are active 
bankers. The remaining sixty, constituting 
the majority, have the following occupa- 
tions: 


manufacturers 2 lawyers 
14 merchants 2 railroads 
4 farmers 1 cattleman 
4 lumbermen 1 contractor 
2 insurance 1 public utilities 
3 investment bankers 1 mining 
3 retired business men 1 savings bank officer 
2 publishers 


“In each of the twelve Federal Reserve 
districts it is men with this wide range of 
interests and familiar with conditions in the 
district who are responsible for the manage- 
ment of the Reserve Bank. 

“In addition to the directors of the twelve 
Reserve Banks each of the twenty-three 
branches has a board of seven directors, 
residents of the branch territory, of whom 
four are appointed by the Federal Reserve 
Bank of the district and three by the Fed- 
eral Reserve Board. The directors of 
branches have a range of occupations and 
interests similar to that indicated above for 
the directors of the banks. Their jurisdic- 
tion in credit matters is limited to passing 
upon loans to member banks in the territory 
served by the branch.” 

The Federal Reserve Act provides for a 
Federal Advisory Council consisting of one 
member from each district, selected by the 
board of directors of the Reserve Bank in 
that district. This council meets at least 
four times a year and discusses with the 
Federal Reserve Board important problems 
of policy. The council members are bankers 
and business men of national reputation. 

As a still further means for the coordina- 
tion of Federal Reserve policy the Federal 
Reserve Board has made it a custom to call 
conferences each year of the chairman and 
governors of the twelve Federal Reserve 
Banks. These conferences meet in Wash- 


ington in the offices of the Federal Reserve 
3oard and are the occasion for a thorough 
review of important phases of Federal Re- 
serve policy. 
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Diagram 4—Commodity Prices in the United States. 


So we see that under the terms of the 
Federal Reserve Act and current procedure, 
the management of the Federal Reserve 
System is so designed as to bring to bear 
upon any important question of policy both 
local and national points of view, together 
with the opinions of men of many different 


occupations and interests. 


Not Operated for Profit 


Y the terms of their establishment the 

Federal Reserve Banks have a different 
philosophy from that of commercial banks. 
The mechanism is devised so as to remove 
from their decisions as completely as pos- 
sible the motive of profit. Any profits be- 
yond 6 per cent dividends to member banks 
and a reasonable accumulation of surplus 
are required by law to be turned over to the 
United States government as a_ franchise 
tax. This removes the incentive to operate 
the banks for the purpose of making large 
profits and leaves them free to concentrate 
their policy upon public service. 

More positively, the Federal Reserve Act 
lays down the principle that the discount 
rate shall be determined “with a view of 
accommodating commerce and_ business.” 
These are general terms but they at least 
indicate that public service and not profit 
is the end to be sought. A similar prin- 
ciple has been adopted and promulgated by 
the Federal Reserve Board as the guiding 
principle in their purchases and sales of 
government securities. 

Furthermore, there is no question with 
the Reserve Banks of getting or retaining 
customers; there are no special arrange- 
ments for particular customers. In fact the 
Reserve Act specifically forbids “discrimi- 
nation in favor of or against any member 
bank.” In each district the largest bank 
and the smallest bank both borrow at the 
same rate. 

The whole atmosphere of Reserve Bank 
policy making is thus quite different from 
that of the commercial institution. It en- 
courages impartial decisions, with the public 
welfare as the goal. 

From the earliest years of their opera- 
tion the Federal Reserve Board and Banks 


recognized the need of having as tools in 
determining policy the fullest possible in- 
formation on business and credit conditions. 
The Federal Reserve Board organized a 
Division of Analysis and Research in 1918, 
and all the Reserve Banks have organized 
statistical departments. At the present time 
the reporting and statistical service of the 
system is probably one of the most highly 
developed in the country. 

The result is that when a board of di- 
rectors of a Reserve Bank or when the 
Federal Reserve Board considers a question 
of policy it has before it a wide range of 
data as to the condition of business and 
banking. The information includes a great 
deal of data collected by the Reserve System 
directly from original sources. These data 
include current reports upon the following: 

Federal Reserve operations 

Condition of member banks 

Money market rates and conditions 

Gold movements 

Movements of funds about the country 

Savings bank deposits 

Bank debits 

Condition of foreign banks of issue 

Money rates abroad 


Foreign exchange rates 
New foreign financing 


Sales and stocks of department stores 
Sales and stocks of wholesale dealers 
Sales of chain stores and mail order houses 


Business profits 


BILLIONS 


Discounts for 
Member Banks. 


1922 1923. 
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The Reserve Board and Banks compute 
a variety of indexes including indexes of 
prices, production, employment, wages, 
building, transportation, volume of trade, 
bank debits, velocity of deposits, wholesale 
trade, retail trade, failures, etc. 

These data are presented to the Federal 
Reserve Board and the directors of the 
banks as they become pertinent to any prob- 
lem under discussion. The charts illustrat- 
ing this article, for example, are copies of 
several of the large charts which are reg- 
ularly presented at the weekly meeting of 
the directors of the Federal Reserve Bank 
of New York, along with detailed data in 
the form of typed reports. This compre- 
hensive body of facts has an important place 
in the mechanism of the Reserve System 
for policy determination. 

In passing it may be noted that most of 
this information is made public regularly 
(in the form of aggregates) in the Federal 
Reserve Bulletin and the monthly reviews 
of credit and business conditions published 
by the Federal Reserve agents of the twelve 
banks. 


Discount Rate Experience 


dg. bee only in the provisions for the se- 
lection of directors and in the general 
scheme of organization and operation, but 
in the making of specific decisions as well 
we find important semi-mechanical aids to 
the formation of Federal Reserve policy. 
The two matters of policy which are prob- 
ably most important and which call for con- 
tinuous attention are the fixing of discount 
rates, and decisions as to purchases or sales 
of government securities in the open market. 

In the determination of the discount rate 
the Federal Reserve System has been able 
to make little use, for the present at least, 
of one time-honored mechanical aid to judg- 
ment, the reserve ratio. The reserve ratio, 
which is the ratio of reserves to liability 
for note issues and deposits, has always 
been recognized as one of the most impor- 
tant factors considered by banks of issue 
in determining discount policy. Historically 
there was a tendency, other things being 
equal, for banks of issue to raise their rates 
when their ratio of gold to liabilities went 
below an accepted standard and drop their 
rates when the ratio went above this point. 
For some years this historic guide was of 
use to the Reserve Banks. In the war and 
post-war periods the sinking of the reserve 

(Continued on page 596) 
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HEN an individual stops blam- 
ing other people for his failures 
and starts blaming himself he 
begins to make progress. An 
exposition of this truth on a regional scale 
is to be found in an article by Dr. John Lee 
Coulter in this issue of the JOURNAL in 
which he tells how the farmers of the spring 
wheat belt in the Northwest are building 
a new prosperity. There is less tendency 
out there to attribute unsatisfactory condi- 
tions solely to corporations, institutions and 
things afar, and more of realization that 
they have at hand the means to create a 
new and a safer prosperity. They are 
placing more dependence upon the exercise 
of their own intelligence and less upon the 
doubtful magic of proposed legislation. 

In price-fixing legislation there is, at the 
best, but a dim vision of additional pros- 
perity for its most optimistic advocates. On 
the other hand, there is a clearer picture of 
confusion, disappointment and loss painted 
by experienced economists and by practical 
men of business. 

This new era that is opening in the North- 
west is one of the indications that, despite 
the continuance of the effort to improve 
farming conditions by legislation, there is a 
growing tendency among the farmers to 
improve it in their own back lots. 

It is along these lines that the American 
Bankers Association through its Agricul- 
tural Commission has long been working 
to help the farmer to help himself, and its 
activities through the cooperatiqn of bank- 
ers, agricultural colleges and the farmers 
are bearing fruit. The practicality of this 
banker-help to the farmer is illustrated also 
by a campaign the Georgia Bankers Asso- 
ciation is carrying on among the cotton 
planters. 

“One of the great needs of Georgia,” says 
C. O. Carpenter, chairman of the Agricul- 
tural Committee of the Georgia Bankers 
Association, “is a broader vision and more 
leadership among the farmers themselves 
in solving their own problems.” 

“Whatsoever a man soweth that shall he 
also reap,’ says that association in a cir- 
cular to the cotton growers of the state. 

“Ten years ago cotton grown in North 
Georgia brought a premium of one cent 
a pound, $5 a bale, because of its high qual- 
ity and good staple uniform in length. 

“Georgia cotton has been selling for sev- 
eral years at a discount of one to one-and- 
a-half cents a pound, $5 to $7.50 a bale. 
The State College of Agriculture reports 
that the defects found in Georgia cotton by 
the spinners are short and mixed staple in 
the same bale, and weak staple. 

“As a result of these faults in staple, 
Georgia mills have had to buy in other states 
one-fourth of the cotton they have used 
and the proportion bought outside is stead- 
ily increasing. Planting poor seed has cost 
the Georgia cotton growers a loss per bale 
of $5 premium and $5 to $7.50 discount. 


Some of the Major Problems 


By JAMES E. CLARK 


The loss to the state due to deterioration 
is estimated at $7,000,000 annually. 

There is many a manufacturer in business 
today who would have been down and out 
long ago if he persisted in producing the 
things that he had been making for years 
and for which his plant was equipped to 
produce. He has had to change, adjust and 
modify and, in many cases, set aside costly 
equipment and install new machines and new 
methods at great cost. 

In the Northwest we have an exemplifica- 
tion of agriculture readjusting itself as in- 
dustry constantly does, and in this adjust- 
ment and readjustment there is promise of 
better times in many farming districts. 


Spending Millions to Collect 
Pennies 


N one month there was received at Nash- 

ville, Tenn., postofice mail on which 
there was a shortage in postage of $1,002.01, 
and it cost the government approximately 
$4,000 to collect the shortage. The post- 
master estimates that the yearly cost to 
the government in Nashville alone for col- 
lecting due postage on letters and parcels 
which have been mailed with insufficient 
stamps is $50,000! 

If conditions elsewhere in the United 
States are comparable, we have the curious 
spectacle of the People of the United States 
spending millions of dollars each year to 
collect pennies from themselves, which mil- 
lions might be saved by a little more care 
and a little more fairness—a splendid thing 
to remember when the usual story goes the 
rounds about the postoffice department 
deficit. 

The principal reason, in the opinion of 
Nashville’s postmaster, for so many letters 
and packages in the mail with insufficient 
postage is the attempt on the part of the 
senders to impose some of the cost of trans- 
portation upon the recipient. But the prac- 
tice besides causing a foolish waste re- 
tards the delivery of all mail. 


How Long Can We Stand It? 


HE control of the highways of the 

country is vested in the states and, in 
time of peace at least, is not a matter for 
the national government, but it is no wonder 
that President Coolidge has urged all gov- 
ernors of the states to be represented at 
a national conference on street and highway 
safety which is to be held in Washington 
on March 23, for he says, 24,000 persons 
were killed and probably over 100,000 hurt 
by street and highway accidents during the 
last year. 

How great a loss this is may be seen by 
comparison to the deaths in the World War 
which amounted to but 126,000 from all 
causes. 

So great a number of killings, even in a 
population as large as our own, has no justi- 
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fication. Probably but a small percentage 
of those killed and hurt lost their lives or 
their health through the means of purely 
commercial cars. A larger number were 
probably killed by what might be termed 
the pleasure car. 

No country is big enough to stand eco- 
nomically so tremendous a drain upon its 
life blood. No country should be cold 
enough or indifferent enough to be apathetic 
to a constant slaughter, needless, and the 
more inhuman because it goes on largely 
because of a mania for speed on the part 
of people who have no genuine reason for 
speed. 

The most deplorable thing about the situ- 
ation is the indifference of the average citi- 
zen to what is going on. He looks upon it 
as something he is powerless to prevent and 
something not particularly connected with 
his own affairs. 

If the conference could quicken public 
opinion, and does nothing else, it would set 
in motion a corrective force. 


The Best Customer 


N every business house in the country 

policies are likely to a certain extent to 
shape themselves around the needs, the de- 
sires and even the whims of “the best cus- 
tomer.” There is no avoiding such a shaping 
of policies as long as the existence of ev- 
ery business house depends upon its ability 
among other things to give service to both 
its best and its smallest customers. 

The same psychology must have an in- 
fluence when trade crosses the borders and, 
rising above the limitations of individual 
customers, so groups itself that a whole 
nation is regarded as a customer. 

The United States’ best customer is Great 
Britain. Next to Great Britain our best 
customer is Canada. For the fiscal year 
ending with March, 1925, Canada purchased 
from the United States goods to the value 
of $510,003,526, or 64 per cent of her im- 
ports, and she sold to the United States 
$417,457,171. 

In practice and in effect, therefore, Can- 
ada, through her sales to us gives us raw 
materials with which to work, and through 
her purchases from us she keeps thousands 
of our people employed at good wages. In 
effect and practice we give thousands of her 
people work in producing the things we want 
and we add to their welfare by sending them 
the goods that they can not produce them- 
selves. 

In the ensuing months we shall probably 
hear much about plans for enlarging for- 
eign markets for some of our products, but 
let that not eclipse consideration of the best 
customer that we have on this side of the 
Atlantic, and the possibility of making that 
best customer a still larger factor through 
a better understanding of the fact that for 
a part of the prosperity each enjoys, each 
is dependent upon the other. 
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A New Era Developing In the 
Spring Wheat Belt 


By JOHN LEE COULTER 


President North Dakota State College of Agriculture 


Great Region Is Working Out of Its Difficulties and Develop- 


ing a Safer Prosperity. 


Railroads. 


Causes of Losses to. Farmers. 


INNESOTA, North and South 

Dakota and Montana produce 

most of the hard spring wheat 

and the durum wheat which 
make up such an important part both of 
the domestic wheat supply and the exporta- 
ble surplus of the country. They also pro- 
duce a large part of the rye which provides 
not alone our domestic supply but also a 
surplus for world use. 

In addition to the bread grains, these 
states also produce a large amount of feed 
grains, such as oats, barley and corn. By 
far the larger percentage of feed, however, 
is produced in the winter wheat belt. In 
addition to the production of grain for hu- 
man food and animal feeds, a number of 
important special crops are grown, proba- 
bly the leading one of which is the flax 
crop, which contributed from twenty to 
thirty million bushels of flaxseed as the 
most important raw material supplying lin- 
seed oil for use in the making of paint, 
varnish, linoleum, oilcloth, oil paper, win- 
dow shades, artificial leather and a mul- 
titude of other articles of great importance 
to the industrial and home life of Ameriga. 
The most significant thing about the pro- 
duction of all of the crops mentioned is 
that they are planted in the spring, except a 
small acreage of winter rye, which is a 
rather recent development. 

In the winter wheat belt, if the farmer is 
unable to plant his entire acreage in the 
fall, or if his grain fails to develop, or hav- 
ing started to grow in the fall is destroyed 
during the winter months, he is still in po- 
sition to plant spring crops. In the spring 
wheat belt no such opportunity has pre- 
sented itself in years past, since, if the spring 
weather is unseasonable and if crops cannot 
be planted at the usual time, the land is 
likely to lie idle during an entire year, after 
much expenditure of time and money in pre- 
paring it for the year’s crop. Many other 
differences might be cited, which give a 
distinct advantage to the winter wheat belt 
over the spring wheat belt as long as the 
farmers in the spring wheat belt restricted 
themselves exclusively to small grain farm- 
ing. 


Troubles Develop 


| all systems of grain farming three out- 
standing groups of risks must be con- 
stantly faced. These are weeds, insect pests 
and plant diseases. The number of different 
kinds of weeds is legion. Different types of 


soil, different amounts of rainfall and other 
differences in natural phenomena encourage 
the developing of different kinds of weeds. 
In one district there is the Canadian thistle, 
in another the sow thistle, and in still an- 
other the Russian thistle. In one season 
wild oats may be the greatest menace, and 
in another season pigeon grass. In one river 
valley the wild pea is the greatest menace, 
while in another river valley it is pigweed 
or kinghead. All of these thrive, naturally, 
in any system of exclusive small grain farm- 
ing, especially under a system where all seeds 
are planted in the spring of the year and 
where there are practically no cultivated 
crops, no pasture and hay crops, and little 
or no live stock. Among the plant diseases 
may be listed such destructive pests as the 
rust which attacks the wheat, the wilt which 
attacks the flax, the scale and scab and smut 
and ergot and others which do tremendous 
damage. These also are characteristic of a 
system of exclusive small grain farming. 


A Net Balance 


FTER allowing for the damage done by 
all of these factors and others, the net 
balance was still on the profit side of the 
ledger during the fifteen or twenty years 
before the beginning of the World War. 
In North Dakota, for example, there was 
a steady increase in number of farms, which 
increase amounted to almost 50,000 farms 
in twenty years. But year after year new 
problems were presenting themselves. At 
the beginning, while the land was new and 
free from weeds, and plant diseases were 
practically unknown, the yield of wheat 
would be from fifteen to twenty-five bush- 
els, while flax would run from ten to fifteen 
bushels and exceptional years would show 
still greater yields over tremendous areas. 
In such a period little thought was given to 
grades and grading of grains; little thought 
was given to freight rates and storage 
charges; not much attention was given to 
the operation of grain exchanges, with tre- 
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Less Disposition to Blame Banks and 
People Now Have a Better Understanding as to the 
Thus Prosperity Is Returning. 


mendous fluctuations in price. Interest rates, 
wages and prices paid for machinery or 
other farm requirements were seldom given 
a serious consideration. Farmers were too 
busy extending their acreages, opening up 
new land, building homes, improving roads, 
erecting schools and churches, and doing 
all other things necessary for the building 
of a permanent civilization. 


Two Conflicting Movements 


ben year 1915 may be referred to as 
the last real big wheat crop in North 
Dakota. The yield for the state as a whole 
was more than eighteen bushels per acre. 
Several poor crops had been recorded be- 
tween 1900 and 1915. Two great conflict- 
ing movements were taking place, both of 
which spelled disaster. On the one side, 
with weeds and insect pests and plant dis- 
eases increasing, and with soil becoming 
tired from persistent cropping, yields were 
constantly going down to lower and lower 
levels. The average yield of wheat for 
North Dakota for the last ten years, 1916 
to 1925, is scarcely ten bushels per acre, 
and the average yield of flax scarcely seven 
and one-half bushels per acre. On the other 
side, interest rates, freight rates, wages and 
prices of everything the farmer must buy 
were going up just at a time when farmers 
could least afford to pay the increased costs. 
It is no wonder that farmers, and in fact 
business men and all others actively asso- 
ciated with farmers, should commence to 
inquire as to the ways and means to bring 
back the prosperity of former years. It was 
found that in a sparsely settled country, 
where farms average nearly five times as 
large as in the older settled states, the ex- 
pense of maintaining schools and churches 
and roads was a very heavy burden upon 
the land, It was found that freight rates 
were extremely high, and furthermore that 
the spring wheat belt was farthest away 
from centers of population and the seaboard 
and all of the products had to be hauled 
tremendous distances. It was found that 
interest rates were nearly double rates paid 
in older settled regions, and it seemed that 
storage charges and charges for handling 
grain and indeed all other similar items were 
excessively high. The prices paid for grain 
were lowest just when the farmer had some- 
thing to sell, and prices fluctuated tremen- 
dously and usually were highest when ‘the 
farmer had nothing to sell. * Small wonder 
that not only farmers but all others living 
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in the spring wheat belt should commence 
systematically to inquire as to why these 
things should be. Everything seemed to be 
to the disadvantage of the farmer with ever 
mounting costs on the one side and ever de- 
creasing yields on the other. 


6 ew farmers and people in general of the 
spring wheat belt proved themselves to 
be as capable as the people of any region 
of this or any other country. Facing what 
seemed almost insurmountable problems, they 
have not hesitated, on the one side, to deal 
with the local problems, or on the other 
side, to deal with the national problems nec- 
essary to bring relief. In 1900 Minnesota 
was not only the leading wheat state in the 
United States, but actually produced nearly 
twice as much wheat as any other state. 
In 1925 Minnesota has so reorganized her 
farming system that her wheat acreage is 
reduced over 75 per cent, and now ten or 
more states equal or surpass her as a wheat 
state, but on the other hand, it is likely 
that a thoroughly accurate report for 1925 
would show Minnesota the leading butter 
state in the United States. Since 1900 Min- 
nesota has increased her acreage of corn 
nearly 200 per cent. North Dakota, which 
increased her wheat acreage by leaps and 
bounds until she led the nation, has within 
the last five years reduced her wheat acre- 
age between two and three million acres 
and has made other tremendous changes in 
her farming system, all looking toward a 
better balanced system of agriculture. A 
million acres of corn and a million acres of 
alfalfa, sweet clover and other tame and 
cultivated grasses have been introduced. Two 
fine packing plants are now in full opera- 
tion, and a dozen large creameries are op- 
erating to capacity throughout the year. 
Similar changes have taken place in South 
Dakota, and the movement has reached Mon- 
tana. And so it may be said, on the one 
side, that the farmers and their friends in 
the spring wheat belt have carefully ana- 
lyzed their own problems and are success- 
fully and very rapidly developing an entirely 
new type of farming, which at the present 
rate will, within the next five years, place 
them in the forefront among the American 
agricultural states, from the standpoint of 
efficient agriculture. Cultivated crops, such 
as corn, sugar beets and potatoes, pasture 
and hay crops, such as alfalfa and sweet 
clover, and a whole range of live stock, in- 
cluding dairy cattle, beef cattle, sheep, hogs 
and poultry—these are being introduced into 
the farming system along with the wheat, 
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oats, barley, flax and rye, and an entirely new 
system of farming is rapidly taking the 
place of the old. 


BU what of the outside problems, what 
of speculative markets, excessive inter- 
est rates, tremendous freight charges, high 
taxes, wages which could not be paid under 
the old system of farming, and excessively 
high prices for everything which the farmer 
must buy? 

It is recognized that the spring wheat 
group of states is farther away from the 
great consuming centers and the export 
centers than any other part of the United 
States. This has meant tremendous charges 
for freight. This is being dealt with in 
two -ways—on the one side, instead of ship- 
ping bulky products of low value, the feed 
crops are being converted into choice baby 
beef, lambs, butter, poultry and eggs, honey 
and wool. All of these are products which 
bring on the market from 10 cents to 50 
cents per lb., whereas wheat, flax, rye, oats 
and barley brought only from 1 cent to 5 
cents per lb. On the other hand, the entire 
spring wheat belt is fighting for access to 
the seaboard by way of the Great Lakes and 
St. Lawrence and by way of the Mississippi 
and Missouri Rivers. They will not be sat- 
isfied until these two great movements have 
brought satisfactory results. 

It is recognized that in a new, undeveloped 
country interest rates are unusually high 
because risks are unusually great, but with 
the new system of farming, which is so rap- 
idly being introduced, it is felt that interest 
rates should rapidly be reduced to a basis 
comparable with that found in older, settled 
districts. It should no longer be necessary 
to charge 8 per cent or 10 per cent or 12 
per cent- for money loaned for the develop- 
ment of agriculture in the spring wheat belt 
when 4 per cent, 5 per cent and 6 per cent 
are rates more commonly found in older, 
settled areas. The farmers are already com- 
ing to realize also that a mistake was made 
in establishing such a large number of banks. 
Literally hundreds of banks dot the country- 
side; the average volume of business is 
small; the overhead or cost of operating 
the bank is large. The last session of the 
legislature of North Dakota took the first 
step looking toward the consolidation of 
small local banks in the belief that with 
improved roads and with other improvements 
rapidly taking place, a smaller number of 
larger banks could render greater service 
to the farmers, and that lower rates of in- 
terest and better facilities would -result. 
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iY is realized that with the old system of 
small grain farming, there was little 
need for labor, except during the rush sea- 
son of the year. Literally trainkoads of 
special labor had to be brought into the 
district. They were paid high rates of 
wages by the day. Under the newer sys- 
tem of farming, with work to be done every 
day in the year, a rapid change is taking 
place, and farmers are employing laborers 
on the basis of the entire summer season of 
seven months, or indeed on the basis of 
twelve months in the year. Instead of pay- 
ing from $4.00 to $7.00 per day during har- 
vest and threshing, the wages paid by the 
month amount to about $2.00 per day for the 
working days in the year. The shutting 
out of all immigration came at a particu- 
larly distressing time, from the standpoint 
of agriculture in the spring wheat belt. It 
would have been much better for the farm- 
ers of the spring wheat belt if agricultural 
laborers from Europe could have been per- 
mitted more easy access to this country. 

Taxes are high or low, depending upon 
the profitableness of the business. With 
prices of farm products low, with yields 
very low, and with costs very high, the 
taxes not only seemed but were relatively 
a tremendous burden. With costs being re- 
duced, with yields being increased and with 
prices of farm products improving, the tax 
problem may still be solved, on the one side, 
by such reductions as can be made, and 
on the other side, because farm income will 
make possible the payment of reasonable 
taxes for useful services. 

And so we may go on through the entire 
series of problems, both within the district 
and the relationship of the district to the 
nation and the world at large, and it will 
be found that a new era is developing in the 
spring wheat belt. Conditions at home are 
being dealt with by the farmers in a master- 
ful manner, and relations with other parts 
of the nation and the world are likewise 
gradually yielding to treatment and more 
satisfactory relations will doubtless main- 
tain. It is quite true that for a time a 
very large element of the population was 
inclined to place the blame not on weeds and 
plant diseases and pests, nor on distance 
from market, newness of country, sparse 
population, and excessive number of banks. 
They were inclined to place the entire blame 
on railroads, big banks, grain exchanges, etc. 
More and more, however, while securing cer- 
tain state and national reforms, they see 
that much can be done at home, and they 
are doing it and prosperity is returning. 
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Bank Receiverships Minus Politics 


Kansas Has a New Plan for Liquidating Failed Banks. 


By C. M. HARGER 


Ex- 


pense of Employing Several Persons to Wind Up the Affairs of 
Each Institution Is Avoided. State Bank Commissioner Is the 
Receiver for All and Passes on All Important Matters. 


NCE a bank receiver came to the 
end of his labors and had 100 
accounts which were to be put 
into the form of judgments. He 
was advised from somewhere “higher up” 
to employ a firm of distinguished lawyers, 
also distinguished politicians. He discovered 
that to do so would entail a fee of $5,000. 
He went to a young lawyer. “What will 
you take to have your stenographer make 
100 copies of a petition, changing only the 
name and amount in each case, and file the 
same in district court and at the next term 
get judgment?” It cost $150. The bank’s 
depositors received 100 per cent on their 
claims. But that was an exception and the 
receiver was of the “old-fashioned” sort. 
Kansas has had nearly 100 state bank sus- 
pensions in the past five years. Many in- 
stitutions were small affairs but neverthe- 
less needful to the communities and their 
losses meant inconvenience and_ suffering. 
Yet in some of these failures were incurred 
expenses for individual receivers that ate 
up all the assets, leaving the guaranty fund, 
already overdrawn, to pay the depositors— 
sometime, if ever. Attorneys were engaged 
at $500 a month for comparatively small 
banks; receivers with no banking experience 
whatever drew $250 a month for sitting at 
a desk and waiting for time to pass; rela- 
tives who could not operate a typewriter, 
to say nothing of bookkeeping or shorthand, 
were on payrolls. In one instance assistants 
to the receiver collected such bills as: Laun- 
dry twelve days, $12.51; pressing pants, 
$7.50; drugs, $7.35; limes, 30 cents; tailor, 
$40; tickets, $34.43; rooms at hotels at $10 
a day, with cafe service extra. Attorneys’ 
fees ran to $41,547. The total expense of 
the receivership was $135,692—not so much 
perhaps considering the $2,000,000 loss, but 
nevertheless quite a sizable sum of money. 


Discharged Many Receivers 


w= Roy L. Bone became bank com- 
missioner, early in 1925, he determined 
to cut the costs of receiverships, no matter 
how many politicians or attorneys were 
grieved by the. proceeding. He discharged 
the scores of local receivers and appointed 
William Docking, a banker of experience, 
as general receiver for the whole list of 
failed banks. This was an innovation—but 
it worked, and it has taken bank receiver- 
ships out of politics for the first time in the 
history of Kansas. This means that officers, 
examiners and employes are selected for fit- 
ness and it avoids the appointment of an 
incompetent or inexperienced man simply 
because there is a demand from the political 
boss of some county to “give Lim a job.” 


It is realized that many of the failures 
are not the result of crookedness. Mostly 
they are caused either by insufficient volume 
of business—Kansas has 1013 state banks— 
or their managers have been without real 
banking experience. Hence the settlement 
of their affairs calls for simple processes, 
the collecting of local paper and distributing 
the returns to the depositors. Expensive 
attorneyships are not necessary; high-priced 
experts are not needed. 

“The causes of failure,” said Mr. Docking, 
“are invariably a condition that has existed 
a considerable time before the collapse, often 
several years before. No recent failure in 
Kansas is chargeable to anything that hap- 
pened within the past two or three years. 
Hence it is not difficult to analyze the con- 
ditions nor to plan a method of liquidation 
—generally the same applies to every bank.” 

When Mr. Docking took charge of this 
Department of Insolvency, as it may be 
called, he gave notice that no politicians 
need apply. Here is his procedure: 

On failure of a bank a competent exam- 
iner takes temporary charge and makes an 
examination of the affairs and prepares a 
transcript of assets and liabilities. In the 
meantime an assistant receiver, chosen for 
his fitness and ability, is selected to take 
over the estate. He works for the first ten 
days with the examiner to become familiar 
with the conditions and paper. The exam- 
iner’s transcript goes to the general receiver 
at Topeka. A reasonable monthly salary is 
fixed for the assistant receiver; a local 
lawyer is hired, signing a contract to make 
reasonable charges for work actually re- 
quired, his charge subject to the approval 
of the general receiver whose decision shall 
be final. This one provision has cut down 
legal fees more than fifty per cent. 


General Receiver Passes On 
All Claims 


A important matters of the liquidation 
are referred to the general receiver. 
He passes on all claims, issues certificates 
of indebtedness under the guaranty law, 
approves all sales of property and decides 
all questions of compounding of indebted- 
ness from insolvents. All trust funds are 
sent to the general receiver and deposited 
in various banks under surety bonds in the 
name of the bank commissioner. Dividends 
are paid from the general receiver’s office 
and constant touch with all estates main- 
tained. 

Two examiners are appointed, one to audit 
each estate at least twice a year, copies 
being filed with the district court of the 
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county in which the bank is located, the 
other to help assistant receivers with their 
work and make confidential reports to the 
general receiver, dealing with values and 
methods. 

The expense of the general receiver’s 
office is assessed against the estates in pro- 
portion to the actual work required. At 
the first of the year the highest assessment 
against any failed bank was $35 a month 
and for the least active estate $15 a month. 
Compared with the handsome sums _locai 
receivers and attorneys formerly received 
this is a marked reduction. The expense 
tends downward as the estate is liquidated. 
When it comes to a point that it is settled 
except for court matters or a few unsettled 


claims the papers are taken to the capital 
and all expense ceases. 

The general receiver is a continued offi- 
cial; he can be dismissed from any estates 
as is convenient, and can serve in inactive 
estates without cost. He is paid a fixed 
salary, with his other expenses from the 
assessments mentioned. He has now in his 
hands forty-nine estates, about thirty-one of 
which can be called active liquidations. The 
closing of the others being held up by court 
matters or other unavoidable delay. 


Produces More for Creditors 


HE system, which is a Kansas invention, 
cannot be called perfect—few things 


are in this world. But it has elimi- 
nated all graft and manipulation, is 
expediting the settlement of the estates 


of failed banks and producing more for the 
creditors than under the old method ol- 
lowed. In some of the long dragged out 
liquidations taken over very” little value was 
left when they came to the general receiver 
and this value could not be put back. In 
the more recent failures the advantage of 
the new method of handling is quite ap- 
parent. 

Mr. Docking, from his experience in han- 
dling the failed banks of his state has de- 
cided that much of the loss could be avoided 
by prompt action when a bank is in diffi- 
culty, rather than giving it time to attempt 
to work out its own salvation. He says: 
“It has been the policy of practically all 
state banking departments and of the na- 
tional department to permit an_ insolvent 
bank to stay open to the last day it is pos- 
sible. Many banks that have been closed in 
recent times should have been closed years 
before, and the community then would have 
suffered only a small fraction of the loss 
that has resulted. The object clearly has 
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The Coolidge Half-Dollar to 


Appear 


By LEWIS ALEXANDER 


Likeness of President To Appear on Special Coin To Be 
Minted To Commemorate the Sesqui-Centennial of American 
More Commemorative Coins Sought by 


Independence. 


Members 


COIN bearing the profile of Pres- 
ident Coolidge will be struck off 
by the United States Mint during 
1926. A model for a silver half- 
dollar has been designed by John S. Sin- 
nock, the engraver of the Philadelphia 
Mint, and has been approved by the Com- 
mission of Fine Arts and the Secretary of 
the Treasury. The coin, which doubtless 
will be popularly known as the Coolidge 
half-dollar, will be issued in connection with 
the Sesqui-Centennial international exposi- 
tion at Philadelphia, which commemorates 
the 150th anniver- 
sary of the Declara- 
tion of American 
Independence. 

It will be the first 
time that a likeness 
of a living Presi- 
dent has appeared on 
the face of a Fed- 
eral coin. While 
several of Presi- 
dent Coolidge’s 
predecessors in the 
White House have 
been honored after 
their death by hav- 
ing their profiles 
cast on the nation’s 
coins, none has ever 
been honored thus 
during his adminis- 
tration as chief ex- 
ecutive. The Ala- 
bama_ half - dollar, 
which was issued in 1921, bore the likeness 
of a living governor, however. Within re- 
cent years, commemorative coins to Grant 
and Monroe have been struck off while one 
of the early coins of thts character was de- 
voted to the martyred president, William 
McKinley. Relatively few of the Presi- 
dents have been assigned a place on the 
fractional coinage of the country. 

The popularity of President Coolidge is 
expected to be a factor in the sale of the 
fifty-cent pieces, which are to be distributed 
at a premium by the officials of the Sesqui- 
Centennial. The coins will be worth only 
their face value in general circulation but 
it. is expected that they will be sold to 
the public for $1 each, the premiums being 
set aside in a fund to help in defraying the 
expenses of the exposition which is sched- 
uled to open next summer. It is anticipated 
that there will be a ready demand for the 
special coins by those who wish to have a 


of Congress. 


The commission that approves all designs for coins. 
James L. Greenleaf, Louis Ayres, H. Siddons Mowbray, H. P. Caemmerer (Secretary), 
Charles Moore (Chairman), Milton B. Medary, Jr., William Adams Delano and 


souvenir of the Sesqui-Centennial and by 
the legion of coin collectors. 

The mints during the past year coined 
four special half-dollars. 

The Philadelphia mint struck off 2,314,- 
709 Stone Mountain half-dollars that bear 
the likenesses of General Robert E. Lee and 
Stonewall Jackson. It executed 162,098 
Lexington half-dollars to commemorate the 
stand of the minutemen in Massachusetts, 
who “fired the shot heard around the 
world.” The San Francisco mint coined 
142,200 of the California half-dollars that 


Lorado Taft. 


were issued to celebrate the golden jubilee 
of that state’s admission to the union, while 
about fifty thousand Vancouver half-dollars 
have been minted to observe the establish- 
ment of the outpost in the northwestern 
part of the United States, Fort Vancouver. 

One special coin that is expected to make 
its appearance soon is the half-dollar com- 
memorating the battle of Bennington, Ver- 
mont. It was authorized at the last session 
of Congress. 

Although the Treasury Department has 
sought to discourage the issuance of special 
coins because this practice makes it more 
difficult to preserve the integrity of the 
Federal coinage and generally involves an 
additional expense to the government be- 
cause the coins minted have to be re-melted 
when they are not sold, it seems that propos- 
als for special issues are growing in number 
instead of diminishing. Since the opening 
of Congress, there have been a number of 
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Underwood & Underwood 


The members are, left to right, 


Eleven Specials Being Offered. 


bills introduced both in the Senate and in 
the House of Representatives calling for 
the authorization of more commemorative 
coins. Secretary Mellon has written a letter 
to the committees having jurisdiction over 
the matter, reciting the objections of the 
government to the issues and  ques- 
tioning the advisability of devoting 
the use of Federal coins to the raising of 
funds for the promotion of movements 
that are not wholly public in their nature. 
Furthermore the Secretary points out that 
the popularity of the commemorative coins 
has not been great 
enough in most in- 
stances to justify 
their execution. As 
a rule, thousands of 
the special issues 
have ultimately 
come back to the 
mints to be melted 
up because buyers 
have not been found 
willing to pay the 
premium. 

As a means of sat- 
isfying the popular 
demand for some 
action by the Feder- 
al government to 
celebrate the anni- 
versaries of  out- 
standing events in 
American history, 
the Treasury sug- 
gests that medals, 
such as were struck off last year in connec- 
tion with the Norse-American Centennial, 
take the place of the special coin. The mints 
are equipped to make medals as this work 
comes within their own province. 

There will be another special coin for 
the Sesqui-Centennial. Congress has au- 
thorized the minting of a $2.50 gold piece 
but thus far the models for the little gold 
coin have not been prepared. 

There are several stages in the making 
of any coin, one of the first being the sub- 
mission of the models to the Commission 
of Fine Arts. This commission was set up 
under the Roosevelt Administration after 
the President undertook to improve the ar- 
tistic qualities of our coins, public buildings 
and other Federal properties. Charles 
Moore, who once engaged in banking in De- 
troit, is chairman of the commission, which 
is composed of six others. Eminent sculp- 

(Concluded on page 594) 
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ADDING : 


BOOKKEEPING 


CALCULATING 


AND BILLING MACHINES 


The Numerical Transit System 


Means 
Speed and Economy 


Read What These Bankers Have to Say: 


“The Numerical Transit System means neater 
and more uniform letters and saves considerable 
time over the old method.”’ 

—The National Bank of Commerce of Detroit 


“In addition to time and labor saved, there is 
uniformity and expedition in the numerical 
transit method.” 

—Security Trust & Savings Bank, Billings, Montana 


‘“‘We have been using Burroughs Transit Ma- 
chines and our numerical code system since 1911 
with a substantial saving in time. We have 
always been able to locate any item. Results 
have been uniformly satisfactory.” 

—Bank of Italy, San Francisco, Calif. 


“Considering the Numerical Transit Machine, 
we are glad to advise that a considerable saving 


of time is effected.”’ 


—Lincoln Bank & Trust Company, Louisville, Ky. 


‘‘With the Numerical System we list 600 foreign 
checks daily and the saving in time has enabled 
our Transit Clerk to do additional work in 
analyzing these foreign items for the purpose of 
making proper time deductions from interest 
accounts for uncollected checks.” 

—Riverside Trust Company, Hartford, Conn. 


Call our local office for free 
demonstration or mail coupon 


“Your Transit Machine has speeded up the work 
in our Transit Department, allowing one clerk 
to handle the transit in two hours, leaving the 
balance of her time to be used for duties in other 


departments.”’ 
—The First National Bank, Gardner, Mass. 


“Our Transit Department is equipped with 
twelve numerical transit machines which write 
many thousand transit items daily—in fact, 
so completely have we adopted the Numerical 
System of handling transit letters that all the 
machine work is done on this style machine.”’ 
—The Atlantic National Bank of Jacksonville 


‘‘We have had our transit machine for approxi- 
mately two years and desire to state that it is 
a great improvement over the old system of 
writing in the description by hand. The machine 
does it in approximately one half the time and 
makes an extremely neat appearing letter.” 
—WNatick Trust Company, Natick, Mass. 


“In our Transit Department three Burroughs 
Numerical Transit Machines and one Burroughs 
Moon-Hopkins Transit Machine are handling 
an average of 7,000 items daily with a maximum 
peak of 12,000 items. The machines reduced our 
clerical help 50 per cent.” 

-Old National Bank of Spokane 


Burroughs Adding Machine Company 
6181 Second Blvd., Detroit, Michigan 


merical Transit System. 
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Please send me information about the Nu- | 
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BURROUGHS ADDING MACHINE COMPANY | eam 
DETROIT, MICHIGAN 
| 


5 


Burroughs 
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SEEKING NEW BUSINESS 
ON OUR RECORD 


STATEMENT OF CONDITION 
At the close of business, December 31, 1925 


ASSETS 


Loans and Discounts 


U.S. Bonds and Certificates 


Other Bonds and Investments. 


Banking House 


Acceptances ..... 


Cash and Due from Banks . 


Other Assets . .. 


- $116,945,584.15 
6,043,258.75 
10,253,587.74 
1,500,000.00 

10,360,981.49 
53,702,383.13 
551,869.63 


$199,357,664.89 


LIABILITIES 


Capital Stock. . . 
Surplus. ...... 
Undivided Profits .. . 


Reserved: Taxes, Interest, etc. . 


Circulation 
Acceptances . 
Other Liabilities . . 
Deposits: 


$4,500,000.00 
16,500,000.00 
1,550,664.44 $22,550,664.44 


799,415.73 
349,997.50 

12,594,865.01 

429,824.53 


Individuals . . $116,872,955.68 


Banks . « 


45,759,942.00 


162,632,897.68 


$199,357,664.89 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


Three Regional Conferences on Savings 


HE costs of handling savings accounts 

and the improvement in the mechanical 
facilities for handling them will be two of 
the important questions that are promised 
for discussion at three forthcoming regional 
savings conferences to be held during Feb- 
ruary and March under the auspices of the 
Savings Bank Division of the American 
Bankers Association. The initial conference 
will be held at Portland, Oregon on Feb- 
ruary 25 and 26. Representatives of banks 
in the middle western states’ will gather in 
Kansas City, Mo., on March 4 and 5, while 
there will be a southern regional conference 
at Atlanta, Georgia, 6n-March 11 and 12. 
At this time, the complete.programs for 


the meetings have not been announced. 
Thomas F. Wallace, treasurer, of the Farm- 
ers and Mechanics Savings Bank of Min- 
neapolis and President of the Savings Bank 
Division, will preside over the business ses- 
sions at all three conferences. The object 
of the meetings will be to present definite 
and detailed information on savings bank 
operations that can be applied with profit 
by the institutions sending their representa- 
tives to the gatherings. As it has been found 
at previous conferences that a general dis- 
cussion of the subjects presented by the 
speakers produces the most tangible bene- 
fits; the conferences. will be run on the 
open forum plan. A quiz leader, who will 


have had an opportunity in advance to study 
the outline of the topic as presented by the 
speaker, will ask questions to develop the 
most pertinent angles of the main subjects. 
This plan will permit anyone in attendance 
to participate in the conference. 

The tentative programs indicate that a 
wide range of subjects will be covered at 
each of the conferences, which naturally 
will concentrate on the questions that are 
of most immediate importance to the banks 
interested in the savings business in the 
respective sections. Up until the present 
time, few of the savings banks and savings 
departments have made cost analyses of 
handling savings accounts and nearly every 
institution has readily accepted small ac- 
counts without raising the question of in- 
cidental expense. It is planned to bring out 
just what the costs are so that the savings 
institutions may effect all possible economies. 


HERE has been a steady improvement in 

the mechanical facilities that have been 
perfected to handle savings. The confer- 
ences purpose to reveal how the bookkeeping 
machines, the unit systems and other sys- 
tems can be used to speed up the work and 
improve the accuracy in the savings depart- 
ments. At the Portland conference, it is 
anticipated that there will be some considera- 
tion of departmental banking, under which 
there is a segregation of savings deposits 
from the other assets of commercial banks, 
as Oregon now has a state law requiring 
this form of banking. A discussion of how 
the soldier bonus certificates, upon which 
loans may be made in 1927, are to be handled 
is scheduled, as well as the protection of 
the guileless savings depositor from the pro- 
moters of questionable investments. The 
continuous growth in time deposits and its 
effect upon the investment policies of sav- 
ings funds are to have a place on the pro- 
gram, as well as the forms and methods re- 
quired for the figuring of interest on sav- 
ings accounts. 


OHN F. DALY, president, Hibernia Com- 

mercial and Savings Bank of Portland, 
is chairman of the executive committee 
having in charge the Pacific regional con- 
ference, while Henry C. Brent, president, 
Fidelity Savings Trust Company, Kan- 
sas City, is similarly identified with 
the mid-western meeting. Thomas I. Miller, 
vice-president, The Citizens and Southern 
Bank, of Atlanta, is chairman of the south- 
ern regional conference. 

An invitation has been extended to all 
member banks of the American Bankers 
Association to send representatives to any 
of the conferences, as well. 

Member banks from seven states will par- 
ticipate in the Portland regional conference 
—Washington, Oregon, California, Idaho, 
Montana, Utah and Nevada. Representa- 
tives from Arkansas, Illinois, Wisconsin, 
Michigan, Minnesota, Iowa, South Dakota, 
Nebraska, Kansas, Oklahonia, New Mexico, 
Colorado, Wyoming, Missouri, Arizona and 
Indiana will attend the Kansas City confer- 
ence, while member banks in Virginia, North 
Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, Tennessee, 
Kentucky. and Texas will be invited at- 
tend the Atlanta regional conference. 
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The Northwest Room in the offices of the American Woolen Company, Shawsheen Village, Mass., is floored 
with Armstrong’s Cork Tile, 12 x 12-inch light and dark shades, laid diagonally, with a three-strip border. 


The Kind of Floor 
a Banker Apprectates 


FLOOR of Armstrong’s Cork Tile in the 
directors’ room, office, or work space of a 
bank appeals very strongly to a business 

man’s sense of fitness. Armstrong’s Cork Tile 
is a floor that is architecturally correct. It is 
tile and therefore has the distinctive appearance 
of hand-laid design and workmanship. Its three 
soft shades of brown are pleasing in themselves 
and harmonize well with almost any furnishings 
or decorative plan. From the point of view of 
appearance, Armstrong’s Cork Tile floors are 
unusually attractive. 

But even more than appearance, a banker ap- 
preciates two other outstanding qualities of 
Armstrong’s Cork Tile. It is noiseless and very 


comfortable and easy underfoot. It is cork— 
not a composition, 100% cork. It is resilient 
and “springy,” and yields just enough to the 
tread to prevent all sense of strain and fatigue 
from standing or walking about. A quiet floor 
is always desirable and a comfortable floor espe- 
cially is so in offices, work spaces, and cages 
where employes are so much on their feet. 

Another factor is the economy of the floor. 
Armstrong’s Cork Tile is remarkably durable 
and resistant to wear. It is not readily stained 
or marred, is easily cleaned, and needs no wax- 
ing, polishing, or varnishing. 

A sample tile with a copy of the book, “Arm- 
strong’s Cork Tile Floors” will be sent on re- 
quest. 


ARMSTRONG CorK & INSULATION COMPANY 


Division of Armstrong Cork Company 


176 TWENTY-FOURTH STREET 


PittsBuRGH, PA. 


Also manufacturers of Linotile Floors 


|Armstrong’s Cork Tile 
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As Cartoonists View Passing Events 


WHAT 


ABOUT GING 
A LITTLE OF 


The “Helper”—Page in the Louisville Atlas—Sykes in the New York Eve- On the Wrong Side of the Fence— 
ost. ning Post. Fox in the Rochester Democrat and 
Chronicle. 


| 


Bros 


Someone’s Likely to Tire Soon—Le- Tree Planting Time—Knott in the Reaching the Station at Last—Morris 
Cocq in the St. Louis Globe Democrat. Dallas News. "te the Passaic News 


HIGHER 


HUM UNTIL WE 
GET RID OF THis 


One Member of the Royal Family 
Oliver Twist—Cargill in the Paterson We All Hate to See Abdicate—Orr in The Bewildered Nag—Chapin in the 
Daily News. the Chicago Tribune. Fall River Herald. 
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No Doubt 


Personal Service to Travelers 


ANKS selling American Express Travelers Cheques extend a far 
greater service to their travel patrons than the mere protection of 
traveling funds. It is a service which begins with the planning of any 
trip, extends thru the details of preparation, covers all contingencies on 
any journey anywhere by land or sea, and ends only with the traveler’s ar- 
rival home safe and happy. 


90% of American travelers in foreign lands, it is estimated, are sure to go 
to American Express offices some time on their trip for help or advice. 
And wherever it is physically possible they are sure of satisfaction. 


Just how great that service is, how helpful, how varied, how constant and 


SO DO DO GO SP SO SL 


far-reaching, only those who have used it know and appreciate. Many 
most sincere letters emphasize the facts: 


Americans always at Home where there is an 
American Express office:—“I do not know 
what the American traveler abroad would do 
without this helpful service of yours. It is 
certain that his path would indeed be a rough 
and rugged one.” 


With MacMillan in Labrador:—“As a member 
of the MacMillan Arctic Expedition, the past 
summer, I found your American Express Trav- 
elers Cheques very useful. They were cashed 
without question by the Moravian Mission 
which maintains a small store at Hopedale, 
Labrador, thus facilitating the purchase of Es- 
quimau clothing and boots.” 


Flowers to Constantinople:—“I desire to ex- 
press by deep appreciation for your courtesy 
in accepting the commission to deliver some 
flowers to my wife in Constantinople, and also 
to congratulate you and your Company upon 
the wonderfully efficient organization you pos- 
under whose auspices the Tour 
is conducted, could do nothing for me. Four 
leading florists were consulted without success 
and when I received a cable saying ‘Flowers re- 
ceived’ I felt as though every one ought to 
know the American Express.” 


Tact, Efficiency, Kindness:—“As former am- 
bassador of the United States, as a fairly wide 
traveler, and as a friendly client, may I express 


American Express Co. 


6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


my great appreciation of the courtesy and effi- 
ciency of your Rotterdam office. I called there 
a few days ago, unknown, at closing time, with 
a letter of credit and a long distance emergency 
telephone call to be sent to Brussels. The tact, 
efficiency and kindliness of that staff deserves 
from me this acknowledgment.” 


Better than Money Anywhere:—“It may inter- 
est you to know that in cruising around the 
world I found your Checks readily taken in 
Japan, China and India by smallest traders. 
In Yokohama a pedlar on wharf took a $10 
check for a kimono. At Shanghai one on boat 
going out to ship sold me a mandarin’s coat 
for $10 check. Same thing at Hong Kong.” 


Helping Uncle Sam Abroad:—“Your company 
is building up an admirable business in Europe. 
Everywhere I found yours a most -popular in- 
stitution rendering a fine service to tourists. I 
heard a great many compliments regarding 
your service. Your American name is helping 
largely to give Uncle Sam a fine reputation 
abroad.” 


A Helpful Personal Interest:—“I greatly ap- 
preciated the courtesy which you showed me 
in handling the details entailed in cabling the 
money to the Argentine. It is a rare experi- 
ence to find so large a corporation as yours 
giving a customer a feeling of personal inter- 
est.’ 
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An Industry Which Sprung From 
a Garden Crop 


By C. B. SHERMAN 


U. S. Department of Agriculture 


The Total Farm Value of Last Year’s Rice Crop Was Nearly 


Fifty Million Dollars. Credit Aspect of the Industry and the 
Efforts That Are Being Made to Improve the Position of the Crop. 


MONG the food grains of the world 
rice holds an important place. In 
portions of the coastal plain of 
the South Atlantic and in portions 

of the Gulf States rice is the most import- 

ant local crop because it can be more 
profitably grown on these lowlands than 
any other crop for which there is a market 
in the United States. In some parishes and 
counties in Southwestern Louisiana and 

Southeastern Texas over 75 per cent of the 

cultivated land is used for rice growing 

and the rice crop is almost the only source 
of income. By October, this year, the In- 
termediate Credit 

Bank of New Or- 

leans had _ loaned 

nearly a million dol- 

lars on the local 1925 

rice crop, although 

rice was moving 
freely, and before 
the end of the cal- 
endar year it had 
loaned about $230,- 

000 on rice stored in 

warehouses. 

The history of rice 
growing in this coun- 
try reads like a ro- 
mance. Rice produc- 
tion began in the 
South Carolina col- 
ony as a result of an experimental sowing in 
the governor’s garden in Charleston in 1694. 
The crop grew so rapidly and our colonial 
population was so small that the greater 
part was exported at an early date to the 
ready market in England. By 1712 over 
3,000,000 pounds of cleaned rice were 
shipped abroad. The great rice fields grad- 
ually extended along the coastal plain and 
the early story of rice culture is linked with 
the history of those vast lowland planta- 
tions with a regal ante bellum plantation life 
rich with color and tradition, and with a pic- 
turesque system of agriculture that included 
flooded fields, sluices, levees, barges, water 
gates, and hundreds of negro slaves. So 
great was the heat and humidity during the 
growing season that the planters’ families 
with large retinues of house servants reg- 
ularly moved to summer homes among the 
sea islands along the coast. 

After the Civil War, loss of property and 
equipment and scarcity of money and labor 
in this region greatly decreased population 


Impending Changes in Grading. Testing Machine Developed. 


but along the Gulf rice production greatly 
increased partly because it required less 
labor than did sugar cane. In 1889, Louis- 
iana became the leading rice-producing 
state—a rank it still holds. Following this 
success, rice-growing swept into the neigh- 
boring regions of Arkansas and Texas. 
Then in 1912 the first commercial rice 
crop was grown in California largely as a 
result of studies and experiments made by 
the United States Department of Agricul- 
ture. Ten years later California ranked 
second in rice production, although the 
acreage lies principally in seven counties 


Shipping Rice by Steamboat to New Orleans. 


only. The total farm value ot the crop 


in the United States last year approached 
fifty million dollars. 


Standards Provide Loan Basis 


HE outstanding need of the rice in- 

dustry in this country during recent 
years has been for standardization. Ac- 
cordingly the Department of Agriculture 
conducted thorough-going investigations 
which ‘resulted in the promulgation of 
United States standard grades for both 
rough and milled rice.. Use of these grades 
is not compulsory under. the United States 
grain standards act for all rice shipped in 
interstate commerce as are the grades for 
most other cereals, because of tack of funds 
to enforce them, but they are compulsory 
for graded rice stored in warehouses li- 
censed by the government and they are ur- 
gently recommended by the Department for 
general use. Many disputes regarding qual- 
ity of deliveries are avoided by the use of 
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standard grades and a definite basis is pro- 
vided for a valuation in making loans. 
All factors in the rice industry are grad- 
ually realizing their value—planters, ware- 
housemen, bankers, dealers, and millers. 
All of the regularly organized milled 
rice grading agencies in the country are 
now using these standards as a basis for 
grading. These agencies are the Rice Mil- 
lers’ Association with headquarters at New 
Orleans, the New Orleans Board of Trade, 
the Houston Merchants’ Exchange at Texas, 
the San Francisco Chamber of Commerce, 
and the Grain Inspection Section. of the 


California Depart- 
ment of Agriculture. 
Inspection service 


according to the 
United States grades 
for milled rice can 
now be _ obtained 
from almost any 
point in the rice 
belts, as either in- 
spectors or samplers 
of one or another of 
these agencies are 
located at all of the 
principal rice ship- 
ping and receiving 
points. 

The development 
of the intermediate 
Credit Banks has opened up a new source 
of credit to the rice growers, which has 
brought with it certain other advantages 
as well. In making crop production loans 
the executive committee of the Intermediate 
Credit Bank of New Orleans follows the 
budget system. When a grower applies for 
a loan, the secretary of the agency through 
which he makes application goes over the 
matter fully with him and they determine 
the funds that will be needed for planting, 
cultivating and harvesting. They apportion 
the expenses—so much for labor, so much 
for seed, so much for fertilizer, etc. They 
then indicate in the application, under the 
budget of advances, the proportion of the 
loan that will be needed in February, in 
March, in April, etc. These loans are for 
six to nine months and are secured by crop 
liens and chattel mortgages. After the ap- 
plication is approved by the Intermediate 
(Credit Bank the bank remits to the agency 
on the first of each month the amount called 

(Continued on page 576) 
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Banking St th 


The pillars and bronze of a bank are after all 
merely the symbols of its soundness. In its 
loans and investments lies the true measure 
of its strength. 


Commercial paper has for a long period held 
an unquestioned place among the liquid assets 
of astrong bank. Successful institutions, large 
and small, have found in open market paper 
the ideal secondary reserve. Its maturity is 
short and can be made to meet any specific 
requirement; it is rediscountable, for the most 
part, at the Federal Reserve Banks, and above 


all it represents credit of the highest order. 


For 32 years we have been supplying Com- 
mercial Paper to thousands of banks all over 
the country. The experienced national organ- 
ization and complete facilities developed here 
in that period are always available to you. 


A. G. Becker & Co. 


137 South La Salle Street, Chicago 


NEW YORK ST. LOUIS SAN FRANCISCO SEATTLE PORTLAND 
Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 
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NEW decision has been handed 
down by the Supreme Court of 
the United States involving the 

interpretation of section 5219, U. S. Rev. 

Stats., relative to the state taxation of na- 

tional banks, in a case brought before the 

Court by a national bank in Iowa. The 

First National Bank of Guthrie Center v. 

Anderson (decided Jan. 4, 1926). 

The bank alleged that it was discriminated 
against because the tax levied on its bank 
stock for local, county and state tax pur- 
poses for the year 1920 was 143 and 5/10ths 
mills on the dollar whereas a levy of only 
five mills on the dollar was imposed upon 
notes, mortgages and other evidences of 
debt including investments of individuals 
in interest-bearing securities constituting 
moneyed capital in the hands of individual 
citizens engaged in competition with the 
bank, the total amount of such competing 
moneyed capital in the County of Guthrie 
Center aggregating, it was alleged, more 
than $5,000,000. The county officers inter- 
posed a general demurrer to the bank’s peti- 
tion and judgment sustaining such demurrer 
was affirmed by the Supreme Court of Iowa. 


LL state banks are to be urged to main- 
tain credit files, containing financial 
statements and other information regarding 
all borrowers who obtain unsecured loans 
in excess of $500, as the result of the action 
taken by the Executive Committee of the 
State Bank Division at its mid-winter meet- 
ing held at New Orleans on January 22 
and 23. The maintenance of credit files 
will enable bank examiners to spot the 
duplicate borrowers and thus place a check 
on this evil, which menaces sound banking. 
Besides taking this action, the committee 
adopted resolutions renewing the endorse- 
ment of the McFadden bill, with the Hull 
amendments curbing branch _ banking; 
pledged the hearty cooperation of states 
banks to assist in bringing about the or- 
derly marketing of agricultural products; 
and declared that, since it is the custom of 
the American Bankers Association to al- 
ternate among the divisions in the selection 
of the second vice-president, the State Bank 
Division would expect to have this general 
officer selected from the ranks of the state 
bankers at the next annual convention and 
concluded that Craig B. Hazelwood, vice- 
president Union Trust Company, Chicago, 
and a past President of the State Bank 
Division, is the logical candidate to be pro- 
posed for election at the Los Angeles con- 
vention. 


H. MALOTT, president, Citizens 
@ Bank of Abilene, was elected to be 
Chairman of the Executive Committee to 


New Bank Tax Decision by Supreme Court 


THOMAS B. PATON 


General Counsel, American Bankers Association 


The judgment of the Iowa court is re- 
versed by the Supreme Court of the United 
States which means that if the bank can 
prove its allegation that competing moneyed 
capital of a substantial amount is taxed at 
only five mills, the higher tax imposed upon 
the bank stock is a discrimination in con- 
flict with the restriction in section 5219 and 
will be held invalid. 


The case was decided under the restrictive 
provision of section 5219 as it existed be- 
fore the amendment of March 4, 1923. 
Such provision with the 1923 amendment 
shown in italics is as follows: 


“In the case of a tax on said shares the tax im- 
posed shall not be at a greater rate than is assessed 
upon other moneyed capital in the hands of indi- 
vidual citizens of such state coming into competition 
with the business of national banks: Provided that 
bonds, notes or other evidences of indebtedness in 
the hands of individual citizens not employed or en- 
gaged in the banking or investment business and 
representing merely personal investments not made 
in competition with such business, shall not be 
deemed moneyed capital within the meaning of this 
section,” 


Concerning the effect of this amendment, 
the Supreme Court says: 


State Bank Division for Credit Files 


succeed Charles S. McCain, who recently re- 
tired from the presidency of the Bankers 
Trust Company of Little Rock, Arkansas, 
to become vice-president of the National 
Park Bank of New York City. Mr. McCain’s 
resignation as chairman of the Division’s 
Executive Committee was accepted with re- 
gret. M. Plin Beebe, president of the Bank 
of Ipswich, South Dakota, was made a 
member of the Executive Committee to fill 
the vacancy created by Mr. McCain’s resig- 
nation and Hugh H. Saxon, vice-president 
of the Continental and Commercial Trust 
& Savings Bank of Chicago, was appointed 
chairman of the Federal Legislative Com- 
mittee of the Division to succeed Mr. Mc- 
Cain in that capacity. 

Support for the McFadden bill, which is 
now pending before Congress, was pledged 
in a resolution. 

On orderly marketing the Committee de- 
clared that “the bankers fully realize that 
bankers and farmers are partners—what 
vitally affects one affects the other. We 
are sympathetic with any plan that will work 
out a greater stabilization of prices for 
agricultural products in harmony with sound 
economic principles, and we pledge our 
hearty cooperation in helping bring about a 
solution of this problem.” 


HE desirability of having all state bank- 
ing commissioners require banks to main- 
tain credit files was presented by Mr. Ma- 
lott, as Chairman of the Public Service 
Committee of the Division. He pointed out 


“The defendants say that this reenactment w: 
intended as a legislative interpretation of the prio 

restriction, and that the proceedings resulting in its 
adoption so show. But, assuming that this is truc, 
the situation is not changed; for the reenactment 
did no more than to put into express words that 
which, according to repeated decisions of this Court, 
was implied before. In Mercantile National Bank v. 
New York, supra, where the terms and purpose of 
the restriction were much considered, it was dis- 

tinctly held that the words ‘other moneyed capital’ 
must be taken as impliedly limited to capital em- 

ployed in substantial competition with the business 
of national banks. In later cases that definition 
was accepted and given effect as if written into the 
restriction. It, of course, would exclude bonds, 
notes or other evidences of indebtedness when held 
merely as personal investments by individual citi- 
zens not engaged in the banking or investment 
business, for capital represented by this class of 
investment is not employed in substantial compe- 
tition with the business of national banks. Thus in 
legal contemplation and practical effect the restric- 
tion was the same before the reenactment as after. 
What bearing a different legislative interpretation 
might have on a tax already levied, as here, need 
not be considered.” 


Deciding the case upon the above under- 
standing of the congressional restriction the 
Court holds that the allegations of fact in 
the bank’s petition, admitted by the demur- 
rer, show that the tax on the bank’s shares, 
which the state court regarded as author- 
ized by the state law, was imposed contrary 
to that restriction. 


that regulations requiring a file on all bor- 
rowers who have a line of credit of $500 
or more had been promulgated by the State 
Bank Commissioner of Kansas as a forward 
step in the supervision of banks and urged 
the division to advocate its extension to 
other states. The executive committee voted 
to recommend that the commissioners in all 
states be asked to take similar action so 
that the practice might become uniform 
throughout the country. 


The meeting was attended by the follow- 
ing members of the executive committee: 
M. H. Malott, president Citizens Bank, Abi- 
lene, Kansas; E. E. Crabtree, president Far- 
rell State Bank, Jacksonville, Illinois; S. J. 
High, president Peoples Bank and Trust Co., 
Tupelo, Mississippi; H. H. Saxon, vice- 
president Continental and Commercial Trust 
and Savings Bank, Chicago, Ill.; Dan V. 
Stephens, president Fremont State Bank, 
Fremont Nebraska; Grant McPherrin, presi- 
dent Central State Bank, Des Moines, Iowa, 
and G. E. Bowerman, vice-president Fre- 
mont County Bank, Sugar City, Idaho. 

Two past presidents of the division—Ru- 
dolph S. Hecht, president, Hibernia Bank 
and Trust Company, New Orleans and 
Craig B. Hazelwood, vice-president, Union 
Trust Company, Chicago—were present. 
F. N. Shepherd, Executive Manager of the 
American Bankers Association and Frank 
W. Simmonds, Deputy Manager in charge of 
the State Bank Division, attended the 
sessions. 
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8 A. M—Guardian representatives 9 A. M.—Down corresponden 
out with B/L and other collection telephones for foreign 
items received in the over-night mail fields of interest to a customer firm; 


in order to assure prompt report and Guardia 


we 1 P. M.—Valuable credit information 
secured and forwarded by wire to 3 iy 


correspondent bank, a customer 
which has an important order pending. 


IAL 


WHEN the affairs of Guardian correspondents call 
for prompt and intelligent action at Cleveland, it is 
reassuring to know that banking, trust, investment 
or organization problems, coming by mail or wire, 
receive immediate, experienced, and conscientious 
attention at The Guardian Bank. 


GUARDIAN 
TRUST COMPANY 


CLEVELAND 
Resources More Than $120,000,000 
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Warns Germany Against Too 


Much Outside Help 


President of the German Reichsbank Says That Nation Should 
Rely Primarily on the Recreation of Capital at Home. Views 
With Optimism the Eventual Effect of Prevalent Failures. 


ERMANY’S economic situation 
at the beginning of 1926 shows 
many unfavorable features,” 
said Dr. Hjalmar Schacht, pres- 
ident of the German Reichsbank, in a state- 
ment issued early in the year. “But it is a 
mistakes to follow numerous recent press ut- 
terances and economic specialists regarding 
this situation as being without factors of 
hope. One can by no means complain of a 
lack of symptoms foreshadowing favorable 
developments in the future. 

“Owing to the interdependence of her 
economics with those of the outside world, 
Germany’s fate will be largely governed by 
the development of international relations. 
This is today truer than ever, because since 
the war international relations have played 
a determining rdle in business. Some time 
ago Germany’s economic prosperity seemed 
to have been fatally injured by the Ver- 
sailles Treaty and by the Ruhr occupation. 
But later international developments have 
had beneficial results. Just as the Dawes 
Plan marked the first abandonment of the 
policy of force, so the later agreements of 
Locarno provided a further important step 
toward international tranquillization. These 
agreements guarantee the emancipation of 
business from political disturbances. The 
agreements were signs of recovering con- 
fidence, of an increasing realization of the 
interdependence of individual countries in 
economic matters. 


A Mirror of German Progress 


wi present conditions the German Reichs- 
bank is, despite certain qualifications, 
a reliable mirror of German economic proc- 
esses. Up till now the bank has developed 
satisfactorily. Since the beginning of 1925 
its gold reserve has risen from 760 million 
to 1208 million marks; and its reserve of 
foreign exchange, after an appreciable de- 
cline in the spring and summer of last year, 
has again considerably increased, so that it 
now actually exceeds the level of the end 
of 1924. Our total currency circulation, 
which (ignoring the small fluctuations 
which occur every month) rose from ap- 
proximately 4,250 million marks at the end 
of 1924 to 5,000 millions at about the end 
of August, 1925, has not since increased. 
The securing of the Reichsbank notes with 
gold and foreign exchange has not under- 
gone any very great change; in the last few 
months it slightly improved, from 58.7 per 
cent of the circulation to 62.4 per cent. 

“A vital factor of our currency situation 
is that since the beginning of June, 1924, 
we have been able to sell exchange to ap- 


Reichsbank a Reliable Mirror of German Economic Conditions. 


plicants without any limit; and have thereby 
prevented the sinking of the mark’s ex- 
change from parity, whether at home or 
abroad. This is all the more noteworthy, 
because the compulsory convertibility of 
the bank’s notes into gold or exchange is 
suspended. We however have in practice 
a condition which is identical with conver- 
tibility. This results from the fact that we 
deliver foreign currency to any , amount 
against payment in marks. A feature which 
is not only absurd but is also prejudicial 
to our future healthy development is the 
practice of certain business firms of ex- 
pressing their contracts in foreign cur- 
rencies; it is doubly regrettable that such 
distrust in our currency stability is ex- 
pressed mainly by native firms. 


Criticism of Credit Policy 


al ton credit policy of our Reichsbank 
has been subjected to severe criticism 
in certain quarters. In order, however, to 
judge this credit policy rightly, one must 
take into account not only the discounts 
and loans of the Reichsbank, but also the 
credits granted by the Rentenbank, by the 
private note banks, and by our new Gold 
Discount Bank. The total credits of these 
institutions and of the Reichsbank taken 
together rose between the end of 1924 and 
the end of September, 1925, from 3,000 to 
3,400 million marks. Under influence of the 
new flood of foreign loans which resulted 
from the Locarno Pact, the volume of 
credits declined to 2,900 million marks at 
the beginning of December, 1925. This de- 
cline is highly gratifying. 

“The question of a reduction of the 
Reichsbank’s discount rate has of late been 
very urgent. At the last meeting of the 
Reichsbank Central Committee the direc- 
torate declared that no such measure could 
be taken in view of the impending year-end 
credit pressure. The directorate added that 
once the year-end settlements had been put 
through, the question of a reduction of rate 
would be again taken up for consideration. 
Meantime the bank took an important step 
by relaxing the severity of its restrictions 
upon. the volume of permissible credit. 
These restrictions, in the shape of a ration- 
ing of credit, exist since 1924. It is im- 
possible to foresee whether this relaxing of 
our credit restrictions will lead to an in- 
crease in the demand for credit. But it is 
essential to the working of the new system 
that we shall not suffer either a rise in our 
price level or a weakening of our position 
as holders of foreign exchange. 

“Advocates of a reduction of Germany’s 
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discount rate point to the prevailing abun 
dance of liquid cash and to the great dis- 
parity between our private discount rate, 
which is 634 per cent, and our bank rate, 
which is 9 per cent. This abundance of 
liquid cash is a fact. But one must not 
draw from it the conclusions which would 
be drawn in normal times. In contrast with 
the superfluity of short-term money, which 
is a result of various circumstances (public 
monies which are temporarily lent out, for- 
eign credits, etc.) we have the opposite con- 
dition in the long-term credit market. In 
Germany it is still extremely difficult to 
obtain long-term loans; and the interest 
yield of first-class mortgage bonds is still 
as high as 10 per cent, and has not fallen 
since March, 1924. 


Low Level of Stocks 


indication of our shortage 
of capital is the low level of stock 
quotations. The quotation value of those 
stocks which are quoted “variably” (i. e., 
the leading stocks) on the Berlin bourse 
fell from 6,200 million marks at the begin- 
ning of 1925 to 4,200 million marks at the 
end. This bourse depression is not a truth- 
ful mirror of our economical condition. 
It is in great part due to technical condi- 
tions. But the interest of the general pub- 
lic in stocks as an investment for capital 
is almost paralyzed, not only by uncertainty 
regarding the payment of dividends, but 
also by the prevailing capital famine. Also 
foreigners as a rule abstain from buying 
German stocks. Those who desire to put 
capital in Germany prefer immediately real- 
izable private discounts. We have no longer 
the great stock-buying class which formerly 
existed; and as result of this the offer of 
a very small parcel of stock often leads to 
an appreciable decline. Nevertheless, from 
point of view of industrial production the 
present extreme bourse depression is unjus- 
tified. As against this stock depression 
there is a new animation in the fixed-interest 
securities market, which seems to proceed 
out of a real need for investments; and it 
may -be hoped that this revival will go 
further. 

“German bankruptcies have increased. 
The financial difficulties which, following 
after the Stinnes collapse, overtook several 
great firms were the result partly of il- 
liquidity due to mistaken tieing up of capi- 
tal during the inflation years; partly of 
defective technical and mercantile organ- 
izations, which broke down under the new 
deflation conditions. In many cases it 

(Continued on page 581) 
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The Federal Reserve Bank 
Cleveland, O. 


Holtzer-Cabot equipped 


A Confidential 
Booklet 


For obvious reasons a book- 
let of this nature cannot be 
spread broadcast. It deals 
with the very latest thought 
on bank alarm systems and 
general signaling systems. It 
is highly informative, pro- 
fusely illustrated, and written 
in a clear and _ interesting 
manner. Bank executives are 
invited to write for it. It 
will be sent gratis to any 
bank official requesting the 
same on his official station- 
ery. Write TODAY. 


1875-1925 


This year marks the fiftieth 


anniversary of the founding 
of this concern. 


“Fifty years for stability” 


AF 


SYSTEMS. 


“a 


FIRE ALARM 
BANK 
PROTECTION 


| Away from the Spectre 
of the Yegg! 


Outside the bank entrance the high-powered car stands with 
engine idling. Strangers with determined faces enter, leaving 
hurriedly a few moments later in a swirl of dust. 


Another hold-up! What a nightmare for bank executives every- 
where! 


Neither stringent laws nor stern judges will prevent this. The 
only factor making for hesitation on the part of the bandit is 
—will I get caught? For the yegg is a clever chap but a 
mighty poor gambler. He makes a complete survey and picks 
out only the “soft spots.” If the alarm system installed in the 
bank on which he has designs excludes the possibility of his 
getting away then he goes elsewhere where the pickings are 
easier. 


The Holtzer-Cabot Eléctric Company manufactures a bank alarm 
system that raises the possibility of the bandit’s capture enor- 
mously—BEFORE HE GETS THE CASH. 


No bank should be without it. To those equipped there is no 
crime wave. 


The HOLTZER-CABOT ELECTRIC Co. 


HOME OFFICE and FACTORY CHICAGO OFFICE 
125 Amory St., Boston, Mass. 6161 South State St., Chicago, Ill. 


UA 


When writing to advertisers please mention the American Bankers Association Journal 


i 
Vit 


= 
| 
! U, & il 
> 
| 
| 
| 
| 
— 
DOCTORS’ CALL a HOTELS 
IN AND OUT BANKS 
WATCHMEN SCHOOLS 
TELEPHONE COLLEGES 
OF FICE 
BUILDINGS 
FACTORIES 


The Condition of Business 


Seasonal Pause in Business Reflected in Smaller Use of Bank 
Credit and Slightly Easier Money Conditions. 
vestment Demand Seen in Higher Bond Prices and Absorp- 


tion of New Issues. 


EVELOPMENTS in business and 
finance since the first of the year 
have, on the whole, been in line 
with the usual tendencies at this 
season. Trade and general business activ- 
ity have declined moderately, following the 
marketing of the crops and the expansion 
of holiday trade. Although improvements 
in technical methods have made building con- 
struction less of a seasonal industry than 
in past years, some retardation in activity is 
still noticeable during the winter months. 

This seasonal pause in business is reflected 
in a reduced demand for bank credit, and 
slightly easier money conditions. Return 
of currency from holiday circulation, and 
completion of the shifting of funds involved 
in the year-end disbursements for dividends 
and interest payments, reduce the demand 
for credit at commercial banks, and these. 
in turn, are able to repay their borrowings 
at the Federal Reserve Banks. The flexi- 
bility of the Federal Reserve System, 
through which the credit supply is readily 
adjusted to the credit demand, has, to a 
large extent, eliminated the seasonal fluctua- 
tions in interest rates, particularly on loans 
for business purposes. Rates on loans se- 
cured by stock exchange collateral, however, 
still usually show a substantial increase to- 
ward the end of the year, followed by a 
decline in January. 

Somewhat easier money conditions and 
the January re-investment demand operate 
toward higher prices for bonds and the 
absorption of a large volume of new se- 
curity issues. In the foreign exchange mar- 
ket, the New York rate for sterling tends 
to reach almost the highest price of the 
year, following elimination of pressure of 
bills resulting from the fall movement of 
grain and cotton to England. 

The close adjustment which has been 
developed between the seasonal fluctua- 
tions in business and the volume of bank 
credit in use is well illustrated by the ac- 


1922 1923 1824 1928 1926 


How bank credit and business have 
kept pace. 


companying diagram, prepared by the Fed- 
eral Reserve Board. 

Beginning in midsummer, the demand for 
currency increases as crops are marketed, 
winter merchandise begins to move through 
distributive channels, and coal supplies are 
laid in. To these factors is added in De- 
cember the demand for currency for hol- 
iday use, and the end-of-year disbursements 
by many industrial and financial institutions. 
By the end of last December, the combined 
operation of these forces had contributed 
largely to raising the total loans and in- 
vestments of reporting member banks in 
leading cities to the highest level on record. 
The increase in loans in the latter part 
of December was largely in loans on se- 
curities, particularly at member banks in 
New York City. As a result of the greater 
demand upon them, the member banks in- 
creased their borrowings at the Reserve 
Banks, and drew out currency to supply 
their own customers. For example, during 
the five weeks between November 18 and 
December 23, 1925, the Reserve Banks paid 
out into domestic circulation a net amount 
of about $320,000,000 of currency in the 
form of gold and gold certificates, Federal 
Reserve notes and other kinds of money. 

Following the holiday season and the year- 
end disbursements, surplus currency tends 
to accumulate in the member banks, and they 
turn it back to the Federal Reserve banks 
in cancellation of their borrowings. Thus, 
during the four weeks ended January 20, 
1926, about $430,000,000 of currency was 
returned to the Reserve Banks for retire- 
ment, and there was a corresponding re- 
duction in the volume of Reserve Bank dis- 
counts for member banks. 


Volume of Trade Still High 


HE recent seasonal pause in the pace of 

business still leaves general trade activ- 
ity running at a very high level. Even after 
allowing for the effect of Christmas and 
other seasonal factors, final reports for De- 
cember showed a further expansion in pro- 
duction and trade activity. Taking the year 
1925 as a whole, industrial output and busi- 
ness activity were greater than in any pre- 
vious year, and even after allowing for the 
normal rate of growth to be expected with 
increasing population, the volume of busi- 
ness was apparently greater than in any 
year since the war. 

Perhaps the best picture of the condition 
of business for the year as a whole is fur- 
nished by the New York Reserve Bank’s 
composite index of the “Total Volume of 
Trade.” This index includes nearly sixty 
separate series of business and _ financial 
statistics. The figures for each of the 
different series are adjusted to allow for 
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January Re-in- 


Loans to Security Brokers and Dealers. 


the normal rate of growth characteristic of 
that series, as determined by many years of 
past experience. Wherever dollar figures 
are involved, as, for example, in the case of 
wholesale and retail trade, foreign trade, 
and bank debits, adjustment is further made 
to eliminate price changes. If activity in 
any line were 10 per cent more than might 
have been reasonably expected on the basis 
of past experience, the index number works 
out to 110. In other words, the index 
shows in each line what the volume of 
activity was in comparison with what it 
should normally have been. These index 
figures for the different series are then com- 
bined into four main groups: production, 
distribution, financial activity, and general 
business activity, and are weighted, both 
within each group and among the groups, 
according to relative importance. 


1925 1924 1923 1920 


Productive activity ........ 113 107,115 97 
Distribution ............05 104 102 103 101 
Financial activity......... 171 126 112 105 


General business activity..112 104 104 100 


Total volume of trade....111 “105 108 101 


The total volume of trade in 1925 is thus 
seen to have been substantially larger than 
in 1923, which had heretofore been the most 
active business year of any covered by the 
bank’s index, first prepared in 1919. Of 
the component groups of the composite in- 
dex, that representing financial activity, 
which includes speculation, new security 
issues, and similar series, showed a par- 
ticularly large increase over 1924, but pro- 
duction and general business activity were 
also substantially above normal. 

Continuance of business at above normal 
for at least several months is indicated at 
the present time. Automobile manufac- 
turers report a satisfactory response of buy- 
ers to the new offerings, and production 
schedules are being established accordingly. 
There is a general feeling in the trade, 
however, that the year’s total output will 
be somewhat smaller than in 1925. The 
large volume of building contracts awarded 
and building permits applied for in recent 
months assures the continuance of active 
building construction for some time to 
come. It is possible, however, that the at- 
titude of many large financial institutions 
toward restricting loans on office buildings, 
loft buildings, and high-class apartment 
houses in New York City (in and around 
which about 25 per cent of the country’s 
building construction has recently taken 
place) may result in a smaller volume of 
building being inaugurated in the next few 
months. 

Purchasing power of the industrial pop- 
ulation continues very large. Hiring rates 

(Continued on page 586) 
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A Book That Every Bank and Bank Lawyer Will Need 


History of Volumes 


For eighteen years thousands of banks have submitted questions 
to, and received replies from, the General Counsel of the American 
Bankers Association covering every legal phase of the banking 
business. 

Eight years ago a widespread demand came from member banks 
that these opinions be digested and published, and this resulted in 
the publication by the Association first of a small and later (1921) a 
larger Digest of Legal Opinions. 

Since that time many new statutes have been enacted, many new 
court decisions made and many new legal opinions rendered upon 
important banking problems, and at the suggestion of many members 
of the Association a new and enlarged edition of ‘“‘Paton’s Digest’ 
has been in course of preparation for the last four years under the 
supervision of Thomas B. Paton, Jr., the Assistant General Counsel, 
and is now ready for publication. 


Exhaustive Character of Contents 


This digest, in addition to being up-to-date, contains vastly more 
than. the 1921 edition. It includes all the important statutory law 
affecting banks and the banking business. It is impossible, in a brief 
statement, to give any adequate idea of all of value that it contains. 
Are you interested in safe deposit law and liability? Or in the safe 


The New 


Paton’s Digest 


Legal Opinions and Banking Law 


By THOMAS B. PATON 


Eighteen Years General Counsel, American Bankers Association 
Edited and compiled by Thomas B. Paton, Jr. 


and proper handling of joint accounts? Or in your rights and lia- 
bilities in the matter of bank collections, or in cases of forged and 
altered paper? You will find full and reliable information in the new 
Digest on these and a thousand other subjects. Do you desire stand- 
ard forms of collection agreements, joint account agreements, or safe 
deposit agreements? You will find such forms and many others 
which have been thought out and constructed after full and careful 
investigation. 


Do you want information as to the Federal statutory law governing 
Federal Reserve Banks, national banks, bankruptcy; or state statutory 
law as to the statute of limitations, holidays, interest rates, guaranty 
laws, branch banking and over thirty other subjects? It is given in 
full in the new Digest. 


How Printed and Bound 


The new volumes contain a total of 3,002 pages, each 7 x 10 
inches, nearly four times the number of pages of the 1921 edition, 
and because of size of type, over seven times the material. They 
are printed on legal machine-finished Opacity paper, bound in Kodo 
leather, and stamped in gold leaf; the best possible, sturdy binding, by 
the Lawyers Cooperative Publishing Company, Rochester, New York, 
specialists in fine legal volumes. The books will be ready for delivery 
on March 1, 1926. Price $20. 


WHAT YOU GET IN THESE TWO VOLUMES 


Statutes Affecting State Banking Supervision. 

Bank and Public Holiday Statutes. 

Branch Banking Within States Statutes. 

Check or Draft Without Funds Act. 

Exemption of Savings Deposits from Taxation. 

Guarantee of Bank Deposits Statutes and thirty-seven others. 


(1) Digests of 4,734 legal opinions of Thomas B. Paton (for 
quick reference). 

(2) Full text of all important opinions (for extended study). 

(3) Complete detailed cross index. 

(4) Over 20,000 legal citations, with table of 11,527 cases. 

(5) Complete text of fifty-two (52) important statutes as 
enacted by Congress and by various state legislatures, 
including: 


Uniform Negotiable Instruments Act (annotated). 
Federal Reserve Act and Regulations. 

National Bank Act, 

ational Bankruptcy Act. 

niform Bills of Lading Act. 

Uniform Warehouse Receipts Act. 

Uniform Sales Act. 

Uniform Stock Transfer Act. 
Statutes of Limitations. 


(6) Definitions of legal terms and banking phrases. 

(7) Accepted forms for important banking and financial docu- 
ments; mortgages, notes, deposit slips, acceptances, stop 
payment agreements, receipts for cancelled vouchers, safe 
deposit agreements, etc. 

(8) Interest data, including legal rate in every state, con- 
tract rates, penalties and a complete digest of laws with 
chapter and page reference. 

(9) Statute laws of every state on important banking subjects. 

10) Bank and public holidays of every state. 

11) Hundreds of other valuable features. 


(Detach here) 


ORDER FORM 


Paton’s Dicest, Grand Central Terminal Building, New York, N. Y. 
Please forward on approval a copy of Paton’s Digest 1926 (in two volumes). 


Price $20.00. 


It is understood that there is no obligation on our part if, after ten days’ examination, we wish to return 


the Digest. 


3002 large pages 


Bank 


State 


When writing to advertisers please mention the American Bankers Association Journal 
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Service 


Real Service 
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Are you buying bankers’ 
blanket bonds in 1926 based 
on the 1914 dollar? 


Insure to the safety limit. 


Whether you are protected 
by the U. S. F. & G. is not as 
material as that you have 
complete protection. 


Here are a few recent bank 
tragedies: 


Loss Insurance 
$400,000 $50,000 
$1,100,000 $35,000 
$1,500,000 Nominal 
$950,000 
$200,000 


We offer both primary and 
excess bankers’ blanket bonds. 


United States Fidelity 
and Guaranty 
Company 


Baltimore Maryland 


Resources in excess of $46,000,000 


A branch or agency in every city 


The Farmer Pays Less Interest 


By W. F. STEVENSON 
Member of Congress from South Carolina 


HE credit needs of the farmer of 
America are divided into three gen- 
eral classes: 

The capital loans, which include 
the purchase, improvement and equipment 
of the farms and the purchase of herds of 
livestock for production purposes; 

The production loans, being the loans 
necessary to purchase fertilizer and seed 
and pay for labor necessary to cultivate 
and harvest the crop; and, 

Marketing loans, which are necessary to 
finance the crop after it is produced, pay 
off the production loan and enable the farm- 
ers to market their crops in an orderly way 
without glutting the market, distributing the 
marketing over a period of months instead 
of marketing it all together. 

After an inspection of the twelve land 
banks made by a sub-committee of the 
Banking and Currency Committee, in which 
I went through each of the twelve banks 
very carefully and also each of the Inter- 
mediate Credit Banks, run in the same build- 
ing and under the same officers, and con- 
cerning the problems which are revealed 
by the dealings of these banks with the 
farmers, I was very much gratified to find 
the efficiency with which the two institu- 
tions were meeting these three needs for 
capital. 


S to capital loans for the ownership and 
improvement of farms, there are in 
round numbers $10,000,000,000 of farm 
loans secured by mortgages of farms in the 
United States and, as it is estimated that 
there are about $40,000,000,000 invested in 
farms, it will be noted that there is 25 per 
cent in round numbers borrowed on farms. 
Up to the time of the institution of the 
farm loan system the rate of interest would 
average at least 8 per cent on all farm loans, 
or in round numbers $800,000,000 per an- 
num. Since the Farm Loan Banks entered 
the business, $1,000,000,000 of loans in round 
numbers has been made by the Farm Land 
Banks and half a billion has been made by 
the Joint Stock Land Banks. They have 
absorbed such a per cent of the business 
that they have compelled the land mortgage 
companies and the insurance companies to 
meet their interest rates and to amortize 
their loans. The reduction in interest rates 
will average 214 per cent over the whole 
United States, which means a saving in 
that item alone of $250,000,000 annually. 

A farmer now can borrow $1,000, have 
it amortized so that he will pay 6% per cent 
per annum, which is $65 on the $1,000, di- 
vided into two payments, one each six 
months, and by so doing and meeting simply 
that 6% per cent at the end of thirty-four 
and a half years his debt, interest and 
everything is paid. 

Under the old system he paid 8 per cent 
on the average and thereby paid $80 a year 
instead of $65 and would pay that for 
thirty-four and a half years and still be 
owing the $1,000. He would then have paid 
$517.50 more than he does under the land 
bank system and yet would owe the $1,000, 
whereas by paying the land bank $517.50 


less he will have paid both the interest and 
the debt. 

The money is obtained for these loan 
on the joint credit of all the farmers whx 
are members of the Farm Loan Associa 
tions, pooled in the shape of notes and 
mortgages against which debenture bond: 
are sold, and sold readily at a little over 
par, at a rate of interest now about 4% 
per cent. The government stock has been 
retired with the exception of $1,331,930, 
while the farmers own $52,000,000 of the 
stock.. No dead assets are carried in the 
statement of the banks, which shows them 
with surplus and reserve abundant to care 
for everything after charging off, as they 
do monthly, all real estate bought in under 
foreclosure. The real estate so bought is 
negligible and is resold without loss in the 
majority of instances. It is the best finan- 
cial cooperative effort that has ever been 
organized and is just reaching its stride 
now in service to the American farmer 
whereby he is serving himself. Of the 
365,000 loans made to farmers, the average 
loan is $3,100 in round numbers. 


HE Intermediate Credit Banks can make 

loans to stock farms with live stock, 
machinery, and rediscount paper of ag- 
ricultural credit corporations and of banks 
which have at least six months and not 
over three years to run. Where a man pur- 
chases a herd of cattle for purposes of pro- 
duction and will need at least three years 
to begin to put his product on the market 
these banks have been wonderfully helpful 
and remarkably successful. Some agricul- 
tural credit corporations procure from these 
institutions the funds for their members for 
producing their crops at a very low rate 
of interest, thus reducing the cost of crops 
and increasing the profit of the farmers. 


HEN a crop is made, for example the 
cotton crop of the South, the mar- 
keting loan is necessary. 

Fifteen million bales of cotton marketed 
in one month would overwhelm the mar- 
ket of the world and yet it is a scant sup- 
ply for the needs of the world. If marketed 
in an orderly way as the need develops 
and as the manufacturers call for it, there 
should be no demoralization in price. 

The Intermediate Credit Banks furnish 
the Marketing Association with the money 
at a rate of interest which cannot be had 
elsewhere for the orderly and systematic 
feeding of the crop to the market as it is 
needed and thereby giving stability to the 
price of the product. This is a wonderful 
help to the cotton manufacturer because the 
price is comparatively stable and the man- 
ufacturer is not required to make enormous 
loans to acquire the cotton while it is being 
marketed for he knows there is a reservoir 
where the cotton is sold and where he can 
buy at a comparatively stable price as the 
needs arise. 

The money for these intermediate credit 
loans, covering the short time capital loans, 
the production loans and the marketing 
loans, is obtained by selling debentures of 
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ie Intermediate Credit Banks against the 

ites of the farmers, which they have dis- 
counted and is obtained at a rate of interest 
hetween 4 per cent and 5 per cent. The 
rate to the farmer cannot be more than 
1'4 per cent more than the money cost the 
bank, 

Patience and conservatism on the part of 
ill concerned I feel sure will develop these 
twin institutions into a system which will 
enable the farmer of America to make a 
hetter profit out of his activities. 


Industrial Loan 
(Continued from page 547) 


could advantageously use money have been 
depending on the so-called loan sharks or 
lending companies at a very high rate of 
interest. The Kentucky statutes allow in- 
stitutions of proper capitalization to handle 
loans of this type up to $2,000 at the regu- 
lar 6 per cent rate of interest, plus a 2 
per cent fee for the cost of investigating the 
character and responsibility of the borrower. 

“The man who has had the same job 
five or six years, is a pretty substantial 
citizen, provided he has not overlived his 
income. But if he does not own real 
estate, stocks or bonds which would afford 
him the right kind of security which regular 
banks require when lending money, he can- 
not get money from them. 

“The plan we have worked out here at 
the Louisville National and which has been 
approved by the Comptroller of Currency in 
Washington, makes it comparatively easy 
for employees, small merchants, and others 
to borrow money for necessary purposes by 
simply having two friends, neighbors or 
relatives who have good positions to indorse 
their notes. A note with three such men is 
certainly a good risk. 

“By enabling the borrower to repay his 
loan weekly for fifty weeks, if he is paid 
by the week, or monthly, if he is paid by 
the month, this plan is really of great bene- 
fit to the public. It also tends to afford the 
habit of depositing every week or every 
month in a bank, which habit makes for 
substantial citizenship.” 

It ts believed that this plan will teach 
thrift to those who have not been able to 
learn it before. As soon as the loan has been 
paid off, the borrower sees the ease with 
which the small weekly or monthly pay- 
ments have been made and as the payments 
have run over a period of a year, he has 
gradually accustomed himself to getting 
along with that much less. It is then an 
easy matter to make a saver of this man 
and the amounts that formerly went into 
loan payments can be used in building a 
savings account. 


Central States Conference 


The annual Central States Conference of 
presidents, vice-presidents and secretaries of 
the central states bankers associations will 
this year be held in Topeka, Kan., on 
Tuesday and Wednesday, March 2 and 3. 

General problems that confront bankers 
in the central states will be discussed by 
the conferees. Last year, the conference 
was held at Detroit. 


Where the 
Bell Flag Flies 


HE familiar blue and white 

flag of the Bell System flies 
overthe buildings which house 
a vast equipment and thou- 
sands of men and women who 
are co-operating to give a na- 
tional telephone service. 


It symbolizes the ideals and 
spirit of service of the System’s 
employees. It represents mil- 
lions of miles of wire, millions 
of poles, hundreds of buildings, 
vast quantities of apparatus 
and equipment and other prop- 
erty that today have a book 
cost of over $2,400,000,000. 


The ideals and material assets 
behind this flag—a nation-wide 
plant fora nation-wide service— 
underlie Bell System securities. 


The stock of the A.T. & T., parent 
company of the Bell System, can be 
bought in the open market to yield a 
good return. Write for information. 


SECURITIES CO. ine 


D.F. Houston, President 
195 Broadway NEW YORK 


“The People’s 
Messenger’’ 
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EXPERIENCE 


NE hundred and twenty- 
three years of continuous 
operation and steady growth. 


Eighty thousand cash and 
collection items handled 
daily by a well trained 
force personally super- 
vised by officers who are 
‘‘sraduates’’ of the Transit 
and Collection Depart- 
ments. 


Service taught of experience is 
dependable service. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus and Profits, $17,000,000 


An Industry 


(Continued from page 566) 


for by the borrower’s budget for tliat 
month. This system has been of great ben- 
efit to the growers for it has made thri/ty 
farmers of many who had not previously 
been economical. 

The Intermediate Credit Bank also re 
quires monthly inspection reports from the 
agricultural credit corporations as to the 
condition of each borrower’s crops. When 
making these inspections suggestions 
improvement are often given. Farmers no 
appreciate this feature and realize that their 
effort to keep the crops in such condition 
that the advances will be continued is to 
their lasting benefit. 

When the crop is harvested it is stored 
in warehouses pending sale and the growe: 
may then borrow up to 60 per cent of the 
value, as shown by the warehouse receipts. 
The growers’ cooperative associations can 
sometimes secure 75 per cent of the market 
value. 


California Works New Plan 


HARACTERISTICALLY, the State 
of California, after securing a slight 
modification of the United States grades 
to suit local conditions, proceeded to make 
them mandatory for shipped rice in that 
state, and rice was placed under the state 
grain inspection service. The Rice Grow 
ers’ Association of California seized this 
advantage of a definite analysis made by 
a disinterested agency and throughout the 
past season all samples handled by the as- 
sociation have been analyzed by the Califor- 
nia Department of Agriculture. These an- 
alyses have formed the basis for valuations 
of rough rice by association officials and 
have served as a record of the quality of 
the sample used in selling any certain lot. 
“The Rice Growers’ Association of Cal- 
ifornia sells its members’ rice by placing 
samples on the tables in ‘the association 
salesroom at Sacramento and_ receiving 
sealed competitive bids from the millers,” 
says W. D. Smith, the rice marketing spe- 
cialist of the United States Department of 
Agriculture whose headquarters are at 
New Orleans. “The sample on the table is 
presumably representative of the lot bought 
and sold. If when the rice is shipped from 
the warehouse to the mill any part of the 
lot is thought to be distinctly inferior in 
quality to the selling sample, a sample is 
drawn from the inferior portion and sub- 
mitted to the State Department of Agri- 
culture for analysis. The analysis of this 
adjustment sample establishes whether the 
buyer of the rice has any just claim for a 
discount in price on the alleged inferior 
portion. This has proven to be a satisfac- 
tory way to settle disputes regarding quality 
and it constitutes a pronounced step for- 
ward in the rough rice industry. Millers 
and growers alike in California are en- 
thusiastic in their praise of the new order. 


Certificates Vouch for Quality 


66 HEN samples of rice in California 

warehouses are first drawn and 
analyzed, a copy of the certificate showing 
the analysis is sent to the owner of the rice. 
Each grower is advised thereby regarding 
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the quality of his product. If the grower 
has produced and put into a warehouse a 
crop free of defects, he is entitled to know 
it for his guidance in disposing of his pro- 
Inet; and if his crop is of poor quality he 
should know that. Moreover this certificate 
shows him whether he may expect to obtain 
4, small or a large loan on his product. In 
this respect alone the certificate is of great 
value. And if a grower has produced a 
crop of inferior quality, the certificate shows 
him in what way his product is inferior, 
which may sérve as an incentive to elim- 
inate the objectionable defects in following 
seasons.” 

[he members of the Rice Growers’ As- 
sociation of California are fortunate in be- 
ing located in a district where there is or- 
dinarily an ample supply of agricultural 
credit at a reasonable interest rate. The 
local banks supply the production credit 
to the rice growers and the Intermediate 
Credit Bank of Berkeley supplies the co- 
operative marketing association with what 
marketing credit it needs. Marketing con- 
ditions last year were particularly favor- 
able and borrowings were kept to a mini- 
mum, but this year it is thought that they 
will have to be increased. The advances 
are secured by sending in the warehouse re- 
ceipts and executing a note in the usual 
The Federal bank requires that all 
warehouse receipts given them as collateral 
must be issued from a warehouse licensed 
and bonded under either the Federal or state 
warehouse acts. 

“To meet a demand for pre-harvest 
financing of our members,” says the Presi- 
dent of the Rice Growers’ Association, “the 
assignment order system was adopted three 
years ago and has since operated to the en- 
tire satisfaction of all who have made use 
of it. The records of the association re- 
veal the fact that this system is used more 
each year.» More than $1,500,000 of these 
orders passed through the hands of the as- 
sociation for year ending June 30, 1925. In 
most cases these orders are accepted by 
banks, commercial business firms, and credit 
companies in preference to personal notes 
and crop mortgages. These orders are paid 
by the association in the order in which they 
are received when funds are made available 
from the sales of the rice in question, or 
through loans obtained from the Inter- 
mediate Credit Bank.” 

The rice is insured to the extent of its 
market value. A blanket insurance policy 
arranged for by the association covers the 
rice of all the members from the time it 
is sacked in the field until it is shipped 
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More than $100,000,000 
in Comfort and Service 


Foe over ten years the 
United Hotels Com- 
pany has been building up 
a great institution. 


Its chain of magnificent, first-class, 
fireproof hotels now extend from 
the Atlantic to the Pacific Coast, 
covering principally the Eastern 
part of the United States and the 
Eastern part of Canada. Each unit 
in this chain—the largest in the 
world—shares in the civic respon- 
sibilities of the communities which 
it serves. 


The Stacy-Trent 
Trenton, N. J. 
The Penn-Harris 
Harrisburg, Pa. 
The Mount Royal 
Montreal, Canada . 
King Edward 
Toronto, Canada 
Royal Connaught 
Hamilton, Canada 
The Clifton 
Niagara Falls, 
Canada 
Prince Edward 
Windsor, Canada 
Hamilton The Admiral Beatty 


UNITED HOTEL Rochester, N. Y. Paterson, N. J. St. John, N. 


U.N.LT.1L 
COMPANY OF AMERICA ee 


American Hotels 
Corporation D) Operating System 
if 
Intermediate Cities 


The Seneca 
Rochester, N. Y. 

The Niagara 
Niagara Falls, 


The Olympic 
Seattle, Wash. 
The Bancroft 
Worcester, Mass. 
The Ten Eyck 
Albany, N. Y. 
The Utica 
Utica, N. Y. 
The Onondaga 
Syracuse, N. Y. 
The Rochester 


The Lawrence 
Erie, Pa. 

The Portage 
Akron, Ohio 

The Durant 
Flint, Michigan 

The Robert Treat 
Newark, N. J. 

The Alexander 


The United Hotels endeavor to maintain 
and make available superior comforts and 
To this end more 
than one hundred million has been ir- 
vested. 


of Famous 
old world 
OF AMERICA Hotels 


from the warehouse after being sold to the 
millers. 


ATWATER KENT 
RADIO 


Further Changes to Come 


T will not be long before all domestic 
rough rice will be handled on a definite 
basis probably by means of grade certifi- 
cates, in the same way as practically all 
other grains are handled, is Mr. Smith’s 
belief. He is now aiding in systematizing 


dealer was dissatisfied. The mill was right 
and the dealer was right according to their 


and making uniform various descriptive 
terms used in the industry, that now have 
different meanings in different localities or 
in different parts of the industry. “A small 
dealer who had been buying from a whole- 
saler, under the term ‘unpolished rice,’ the 
kind of rice that has only the hulls re- 
moved (brown rice), recently ordered some 
‘unpolished rice’ direct from a mill. The 
mill shipped uncoated milled rice and the 


Waiting to Unload Rice at the Mill. 


local definitions.” Effort is also being made 
to improve and make more precise the 
wording of sales contracts which should 
save many misunderstandings. 

Preliminary work is well under way 
looking toward the recommendation of 
United States standard grades for brown 
rice. Such preliminary work in all such 
cases involves much study and investiga- 
tion and much testing out under commer- 
cial conditions, together with frequent con- 
sultation with the trade. 

In the course of all of this standardiza- 
tion work many marketing and inspection 
operations have been improved, such as the 
methods for making quick and accurate de- 
terminations of moisture content and other 
grading factors in rice, and a milled rice 
trier has been developed that makes it 
possible to secure a more representative 
sample than formerly. 


New Sheller Ascertains Value 


i ascertain satisfactorily the intrinsic 
and market value of rough rice, it is nec- 
essary to remove the hulls so that certain de- 
fects can be detected and the milling quality 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1925 


RESOURCES 
Cash on Hand, in Federal Reserve Bank 


and Due from Banks and Bankers 
U. S. Government Bonds and Certificates. . . 


Public Securities 


Loans and Bills Purchased 


Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches... . 
Credits Granted on Acceptances 


Accrued Interest and Accounts Receivable 


$162,995,748.94 
34,980,695.39 
15,762,171.73 
21,593,855.71 
382,279,794.05 
1,565,650.00 
5,548,257.48 
40,263,426.45 
7,980,926.04 
6,637,400.72 


$679,607,926.51 


LIABILITIES 


Bills Payable 


Accrued Interest, Reserve for Taxes, etc... 


Acceptances . 


Outstanding Treasurer’s Checks 


Deposits 


or hardness of the rice, which to a large 
extent governs the market value of rough 
rice, can be determined. 

It has been a practically universal custom 
for buyers and graders to “rub out” samples 
between the hands or by other such method 
before buying or placing a valuation on 
the rice, but good judges are not always 
available, and the best of human judges, in 
the absence of a reliable rubbing test, will 
sometimes make mistakes in their estimates 
of probable milling yield. 

Since this estimate is so important to 
price, the need for an accurate mechanical 
method for testing rice has become in- 
creasingly evident. After much experi- 
menting Mr. Smith has developed a testing 
machine known as the Smith Shelling De- 
vice, which effectively removes the hulls 
from samples of rough rice. This machine 
also indicates the hardness of the kernels 
and their resistance to breakage although 


6,884,933.80 
$46,884,933.80 


5,000,000.00 
6,046,070.19 
40,263,426.45 
34,055,743.55 
547,357,752.52 


$679,607,926.51 


the exact correlation has not yet been fully 
established. He has secured a public ser- 
vice patent which will allow any one to 
build and use the device without paying 
royalty to any person or firm. 

The office of rice investigations at New 
Orleans is operating two of the machines 
and tests have been made to ascertain if 
the two machines give like results. In 
spite of a considerable difference in the 
age of the machines, results agree rather 
closely. Investigations are being carried 
further in the endeavor to establish a def- 
inite relationship in breakage. Meanwhile 
this device can be recommended as a 
greatly improved method for making shell- 
ings and it is thought that wherever it is 
used the operator will soon see that the 
amount of breakage in these shellings is 
a good indication of milling quality. Blue- 
prints, specifications, and instructions for 
building the machine, the construction of 
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which has been kept as simple as prec- 
ticable, are supplied on request. 

Recently a field study of costs and man- 
agement of rice production was made :; 
southwest Louisiana in which 132 farm 
were actually visited and records secur 
of their business operations for the la: 
cropping season. This included “out 
pocket” expenses, cash income, and tlic 
labor demands for each farm. The ta 
ulated data are now in process of comput: 
tion on which summaries will be based. 

In all of this work to improve the cost 
conditions and the marketing conditions . 
rice the Department of Agriculture has had 
the most hearty support of the rice grovy 
ers, the rice trade and the rice press, and 
the marketing specialist works always 
close cooperation with all of these factor. 
of the industry. 


Radio Talks 


SERIES of eight new radio talks on 

banking has been prepared by th 
Public Education Committee of the Amer 
ican Institute of Banking. 

The talks are entitled: From Baby to 
Banking ; What Your Savings Account Does 
to Your City; What We Use for Money; 
Why Some People Cannot Borrow Money 
from the Bank; Borrowing Money from 
the Bank; A Square Deal for the Pay En- 
velope; Trusts and Wills; and America’s 
Financial Reservoir—the Federal Reserve 
System. 


The Journal at Home 


Many officers and department heads of 
banks have a copy of the JouRNAL in their 
homes, provided for them by their bank. 
One bank sees to it that every employee 
has a copy for himself or herself. Constant 
perusal of the JouRNAL articles makes for a 
better informed banker. 


Miss Pearl Kramer 


Miss Kramer is one of the first women to 
be appointed as a director of an investment 
banking house. She is shown here at her 
desk at a New York investment house on 
Wall Street. 


Other Securities 
Real Estate | 
Surplus Fund........................  15,000,000.00 
l= 
| 
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The Mid-Winter Trust 


Conference 


A CONSIDERATION of fiduciary ac- 
£% counting will be one of the features of 
the seventh annual mid-winter trust con- 
ference that will be held in New York City 

t the Waldorf-Astoria Hotel on February 
17 and 18. The two day session will be 
devoted to brief presentations of a wide 
range of fiduciary subjects and the open 
jorum method will be followed throughout. 
it is planned to have one or more demon- 
strations, where the services that trust com- 
panies and banks perform are shown through 
a playlet based on actual happenings. 

George H. Moses, United States Senator 
from New Hampshire, will be one of the 
speakers at the fifteenth annual banquet of 
the Trust Companies of the United States 
which will be held in the main ballroom at 
the Waldorf-Astoria. Neal O’Hara, the 
humorist, whose daily column is published by 
a large number of newspapers, will make a 
few observations. Francis H. Sisson, vice- 
president of the Guaranty Trust Company 
of New York, and President of the Trust 
Company Division, will serve as toastmaster 
at the banquet. Mayor Walker of New York 
will express the city’s welcome. 

For the purpose of considering insurance 
trust agreements and _ business building 
methods and practices, additional sessions on 
February 19 are to be held. The hours 
and duration of these sessions will be de- 
termined during the conference, the decisions 
being governed to a large extent by the 
wishes of those interested in the subjects. 

The program for the main sessions will 
be arranged so that the most important 
subjects of general interest will be covered 
during the twelve hours available for this 
purpose. A free discussion of new topics 
is contemplated, with an exchange of the 
ideas, opinions and experiences of men ac- 
tively engaged in handling trust business. 
During the first day, it is planned to offer 
a sketch in two scenes, showing how the 
responsibilities of executing and managing 
an estate, are shifted from the shoulders of 
a widow to a trust company. During the 
presentation, the action will reveal why 
the corporate fiduciary is better equipped to 
perform such a specialized service than any 
one individual. 


to sign on the front of this street car 
in Italy is an appeal from Mussolini to 
the individual citizens asking them to con- 
tribute a dollar to help wipe out the Italian 
war debt to the United States. The same 
placard is posted on every available statue, 
building and even train cars. 
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day as more and more of 
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The CONTINENTAL and 
COMMERCIAL 


BANKS 


CHICAGO 
Statements of Condition December 31, 1925 


CONTINENTAL and COMMERCIAL 
NATIONAL BANK ° CHICAGO 


Resources 


Time Loans. . . . 
Demand Loans 
Acceptances ° 

Bonds, Securities, etc. 

VU. S. Bonds and Stones. 

Stock of Federal Reserve Bank 

Bank Premises (Equity) . . 

Customers’ Liability on Letters of Credit 
Customers’ Liability on Acceptances . 
Overdrafts . . 
Cash and Due from Banks : 


Undivided Profits 

Reserved for Taxes . 

Circulation . 

Bills Payable with | Federal Reserve Bank 
Liability on Letters of Credit . . 
Liability on Acceptances. 

Deposits 


Liabilities 


+ + $164,525,750.60 


132,384,491.91 

337,599.38 
21,739,241.91 $318,987,083.80 
43,613,280.42 
1,200,000.00 
7,950,000.00 
4,921,290.10 
4,808,282.60 
13,178.41 
125,488,970.67 


$506,982,086.00 


$ 25,000,000.00 
15,000,000.00 
7,210,201.25 
1,568,242.73 
50,000.00 
19,000,000.00 
5,768,738.15 
5,023,773.68 


428,361,130.19 
$506,982,086.00 


$269,693,685-17 
158,667,445.02 


CONTINENTAL and COMMERCIAL 
TRUST and SAVINGS BANK 


Resources 


Demand Loans 


*U. S. Government Bonds and Treasury ‘Notes - 


*Bonds due in 1926 to 1928 wate 
*Other Bonds. . 

Cash and Due from Banks ra 

Time Loans ° 


*Adjusted to cost or odie price, whichever is 


- $ 16,145,323.87 
23,904,496.02. 
12,156,665.14 
11,721,071.35 
33,515,597.20 $97,443,153.58 

21,591,569.34 


lower. $119,034,722.92 


Liabilities 


Capital 
Surplus . 
Undivided Profits 


Reserved for Taxes, Interest and Dividends ; ° 


Demand Deposits 
Time Deposits 
Special Deposits . 


Total Resources... . 
Total Deposits. .... 


Invested Capital over... . 


- $ 5,000,000.00 
10.000,000.00 

1,853,766.13 

1,766,998.45 
- $ 30,632,977.55 
+ 60,540,367.62 
9,240,613.17 


$ 18,620,764.58 


100,413,958.34 
$119,034,722.92 


$626,016,808 
528,775,088 
62,000,000 


ee 


Company Accounting and the Weakening 
Franc 
By CHESTER LLOYD JONES 


Commercial Attaché, U. S. 


HE difficulties which have confronted 

French firms since the War when trying 
to ascertain their own financial position, were 
greatly accentuated by the rapid fall of the 
franc in the latter months of 1925. The fall 
in the gold value of the medium of exchange 
from an average of 18.54 to the dollar in 
January, 1925, to almost 28 to the dollar in 
December, has obviously made it hard for 


Embassy, Paris, France 


any company to tell whether it has made a 
profit or a loss on current transactions, and 
has greatly disturbed the factors entering 
into the reckoning of the annual balance. 
The exchange factor in current operations 
has become much more important than shifts 
in the values of raw materials, and the 
manufacturers’ problem has increasingly in- 
volved working with two variables. The 


reckoning of the real position of accounts 
between the time when raw materials have 
been purchased and the time when cash re- 
turns from sales have been received has 
often been practically impossible. 


Gems efforts of firms to protect their posi- 
tion in current operations have taken ; 
number of forms and have been attended 
with varying degrees of success. There is 
no doubt that many of the smaller firms 
have been unable to take adequate measures 
against concealed losses and have thus done 
business under what appeared to be pros- 
perous conditions, while in fact shouldering 
very considerable losses. In order to pro- 
tect their position as far as possible, man- 
ufacturers have shown a tendency to keep 
current funds employed in stocks of raw 
materials and manufactured goods when pos- 
sible. They have preferred to carry their 
goods in their own warehouses and to sell 
on credit terms shorter than usual. 

Wholesalers have adopted a similar policy 
and have furnished retailers amounts of 
goods smaller than usual, at the same time 
that they have cut down the credit period 
customarily accorded. In these ways, they 
have kept their operating funds in goods, 
reserving for themselves the possibility of 
revising prices rather than letting their funds 
lie in outstanding accounts with their cus- 
tomers. In this way, losses from franc de- 
clines have been by a large number of com- 
panies reduced even if not entirely avoided. 
These practices doubtless have resulted for 
wholesale suppliers, in proportionally higher 
bookkeeping and delivery costs, but their 
soundness appears to be beyond question. 

Against cutting down of credit and the 
“hand to mouth” policy in furnishing sup- 
plies, retailers ‘have made frequent protests. 
On the whole, however, it seems that the 
practice currently adopted is advantageous 
for retailers as well as for their suppliers 
since it discourages their accumulating on 
their shelves goods which they would be 
tempted to sell out at nominal profit with- 
out proper consideration of replacement 
costs. 


HE difficulty of protecting the financial 
position of business enterprises is brought 
out even more clearly in connection with the 
annual balance. The items entering into the 
yearly accounts of French companies in the 
period since the war, as a rule do not rest 
on a uniform basis. Some are carried at 
their pre-war valuation; thus real estate and 
equipment entries are often made at the 
original cost of acquisition, modified in the 
case of the latter items by adjustments for 
obsolescence. Such statements obviously 
involve amounts far below the nominal 
franc replacement cost. Other items are 
expressed in gold francs or in paper francs 
at varying rates of exchange. Obviously 
these latter, so far as they involve stocks 
of raw materials acquired at the beginning 
of the year, are deceptive if used in con- 
nection with sales returns obtained during 
a period when the franc has lost a very 
considerable proportion of its real gold 
value. 
Theoretically, the only safe basis on which 
a company can keep its accounts under pres- 
ent conditions, involves adoption of a gold 
standard, all the permanent items of invest- 
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ment being reduced to a gold basis at the end 
of each reporting period and the returns 
from current operations being put on that 
basis at the conclusion of each transaction. 
Such a standard is obviously difficult, if not 
impossible to put into practice even in large 
establishments with a competent accounting 
force. 

[he more conservative firms, however, 
recognize that if a return to a gold basis 
in accounts is impractical, at least an ap- 
proximation of this basis is highly to be 
desired. They recognize that especially for 
1925, it is dangerous to accept the apparent 
returns for the year without adjusting the 
figures at least so as to make them truly 
comparable with those at the beginning of 
the year. 


Ly order to guard against deceptive returns, 
steps have been taken by business groups 
in some of the more important manufac- 
turing areas of France, to call to the atten- 
tion of their members the importance of 
estimating their current and annual returns 
with a full recognition of the exchange de- 
velopments which have occurred during the 
past year and are now in process. For a 
large percentage of French enterprises, 
however, adjustments of this sort have not 
been made and the favorable reports of 
operations in too many cases, cover up losses 
on operating and capital accounts of a 
character probabiy at least quite as serious 
in 1925 as in any year since 1913. 


Warns Germany 
(Continued from page 570) 


proved possible to restore a firm’s liquidity 
by means of credit help and by detaching 
from it outlying industrial undertakings 
which were not organically connected with 
the main concern; and by such means the 
continued operation of mills and workshops 
was insured. But the last months have 
witnessed an increasing crop of bankruptcies 
and of cases of suspended insolvency. 
Luckily for Germany, a great part of the 
insolvent firms were mushroom undertak- 
ings originating in inflation times. In No- 
vember, 1925, 600 such firms were num- 
bered out of 1360 bankruptcies of all kinds. 
Painful for the victims as is this proeess 
of combing out concerns unfit for existence; 
regrettable as it is that also some old firms 
of good reputation succumbed, the process 
is nevertheless inevitable and it is in the 
interest of the surviving majority of sound 
concerns. A further fact of importance is 
that nearly half of all our bankruptcies are 
in the trading branches. In November 660 
trading firms were counted among the 1360 
bankrupt firms. This results from the fact 
that our distribution apparatus is still per- 
meated by unsound inflation influences. It 
is therefore unable to face free competition 
under the new conditions of deflation. 

“As the bankruptcies question is one which 
may be considered to affect vitally Ger- 
many’s reliability as borrower, it should be 
admitted that in addition to formal bank- 
ruptcies there are many financial collapses 
which owing to various reasons do not get 
into the list of formal insolvencies. The 
list of bankruptcies officially compiled by 
no means embraces all business failure. It 
is impossible to foresee how this financial 
coming out process will develop in future. 
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National Bank of Commerce 
in New York 


Established 1839 


. 


STATEMENT OF CONDITION, DECEMBER 31, 1925 


RESOURCES 


Loans and Discounts $329,099,966.19 
Overdrafts, secured 

and unsecured..... 
United States Securi- 


11,708.86 


53,314,209.89 
Other Bonds and Se- 
curities 
Stock of Federal Re- 
serve Bank 
Banking House 
Cash in Vault and due 
from Federal Re- 
serve Bank 


Due from Banks and 
Bankers 


I-xchanges for Clear- 
ing House 


Checks and 
Cash Items 
Interest Accrued.... 


Customers’ Liability 
under Acceptances. 


9,548,700.29 
1,500,008.00 
4,000,000.00 
60,890,000.22 
11,251,049.23 


161,987,953.30 
other 


3,735,719.27 | 
1,749,326.23 | 


42,739,328.30 | 


$679,827,961.78 


CHAIRMAN OF THE BOARD 
JAMES S. ALEXANDER 


LIABILITIES 
Capital Paid-up $25,000,000.00 


Surplus 25,000,000.00 


Undivided Profits ... 15,935,290.52 
Dividend payable 
January 2, 1926... 1,000,000.00 


Dividends unpaid.... 14,207.50 


Deposits ............ 543,699,069.67 
Reserved for Interest, 
Taxes and other 
Purposes 4,826,684.62 


Unearned Discount.. 962,835.43 


Acceptances executed 
for Customers..... 


43,468,474.79 


Acceptances sold with 
our Endorsement..  19,921,399.85 


$679,827,961.78 


PRESIDENT 
STEVENSON E. WARD 


VICE-PRESIDENTS 


J. HOWARD ARDREY 
THOMAS W. BOWERS 


ELMORE F. HIGGINS 
ROY H. PASSMORE 


FARIS R. RUSSELL 
HENRY C. STEVENS 


JOHN E. ROVENSKY 


SECOND VICE-PRESIDENTS 


EMANUEL C. GERSTEN 
EUGENE M. PRENTICE 


CASHIER 
JULIUS PAUL 


EDWARD H. RAWLS 


EVERETT E. RISLEY 
JOHN T. WALKER, JR. 


AUDITOR 
PAUL B. HOLMES 


FOREIGN DEPARTMENT 


VICE-PRESIDENTS 


JOSEPH A. BRODERICK 
DAVID H. G. PENNY 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
FRANZ MEYER 


TRUST DEPARTMENT 


SECOND VICE-PRESIDENT 
AND TRUST OFFICER 


C. ALISON SCULLY 


ASSISTANT TRUST OFFICERS 


BEVERLEY DUER 
MELVILLE W. TERRY 


DIRECTORS 


JAMES S. ALEXANDER 
JOHN W. DAVIS 
HENRY W. de FOREST 
JOHN T. DORRANCE 
EDWARD D. DUFFIELD 


But it must be repeated that the process 
will improve conditions for the surviving 
sound undertakings, and will make these 
even better as borrowers. 


Stagnation in Selling Markets 


more serious than the 


bankruptcies is the stagnation in the 
selling markets 


for both manufactured 


CHARLES E. DUNLAP 
GEORGE E. ROOSEVELT 
CHARLES B. SEGER 
JOHN G. SHEDD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
STEVENSON E. WARD 
THOMAS WILLIAMS 


goods and raw materials, because this stag- 
nation has a bad effect upon the labor mar- 
ket. Home sales are at present being badly 
checked by the low purchasing power of 
the farming class. Agriculture in 1925 had 
very good crops; nevertheless under the in- 
fluence of unfavorable price movements in 
the world market, farmers suffered badly. 
For rye, which is a very important crop in 
Germany, the price movement was particu- 
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EVERY DOLLAR THAT HAS BECOME DUE ON FIRST MORTGAGE 
BUILDING BONDS SOLD BY US HAS BEEN PAID TO EVERY INVESTOR 


ules 


SAFE 
INVESTMENT 


NVESTORS have come to realize more every day that the 
safe investment of money is not a question of luck; it is not 


a question of reaching in the 
number. 


How this can 


A practical illustrated book—Sent FREE 


AMERICAN BOND & MortGAGE Co. 


Established 1904 


AN OLD RESPONSIBLE HOUSE 
Capital and Surplus over $7,500,000 


127 North Dearborn St., Chicago 


Detroit Cleveland Philadelphia 


But it is a question of following very definite prin- 
ciples or rules which have been evolved from a table of 
investment experience of many generations. 


In anew booklet just published by the American Bond & Mort- 
gage Company, the following significant statement is made: 
“The knowledge gained over a long period of years by the 
Executives of this Company, makes it possible for them to 
determine whether a given spot in a City will have a growth 
in property value which will be steadily increasing.” 


new booklet—‘Rules for Safe Investment.” 


Send for this valuable book of rules—familiarize 
yourself with its contents—let the experience 
of this national organization guide you in the 
selection of safe investments. 


Write for Booklet AJ-233 


hat and pulling out a lucky 


be done is explained in this 


Incorporated 


345 Madison Ave., New York 


Boston 


And over 30 other cities 


larly unsatisfactory. But agriculture like 
other branches will have to suffer the after- 
pains of inflation. The farmers invested 
their inflation profits too tightly, tieing up 
their money in such a way that nearly all 
today complain of lack of working capital. 
Also agriculture shows an increase of in- 
solvencies, but the number, though it rose 
from five in September to thirty in Novem- 
ber, remains small. 

“Germany's export trade has to face the 
same troubles as the export trade of other 
countries. The threads of international 
trade relations, rent by the World War, are 
far from being fully joined. It is sufficient 
to point to the practical elimination of East 
Europe as a buyer in the world market. 


Over-production of manufactured goods is 
resulting from the foundation of industries 
in countries which formerly produced only 
agricultural products and raw materials; 
and against this industrial over-production 
stands the fact of the world’s reduced pur- 
chasing power. Increased import duties, 
import prohibitions, and other political- 
economic measures are additional obstacles 
to international trade. In the interests of 
trade it is today highly desirable that the 
old division of labor between raw material 
production and agricultural production on 
the one hand, and industrial production on 
the other, should be restored. 

As a favorable development against the 
above unfavorable factors Germany can 


point to the conclusion of many new 
commercial treaties, and further treaties 
will be concluded in the near future. ‘The 
question of her foreign trade balance is 
urgent. The year 1924 yielded an import 
surplus of 2,600 million marks; and the 
surplus of 1925 will be some 4,000 million 
marks. These figures however are not so 
terrifying as they at first appear. In the 
last months of 1925 we experienced a stand- 
still in, later a decline in, imports; whereas 
there has been a steady increase in exports. 
The relatively high volume of imports is 
an outcome of our new foreign borrowinys., 
A great part of the borrowed money reaches 
us in shape of imports. This is ultimately 
the case even when credits at first arrive 
in the form of foreign exchange and are 
delivered to the Reichsbank. For the time 
being, our import surpluses must be put 
down to our success in getting credits from 
foreign capitalists. 

“The willingness of foreign countries to 
lend us money continues. This is no mat- 
ter of surprise in view of the favorable 
movement of the Dawes loan upon foreign 
bourses and of the high yield of capital 
invested in Germany. In spite of the com- 
pletion of a series of large foreign loans, 
Germany’s total indebtedness abroad has 
hardly at all increased. This is the case 
because part of the new loans merely went 
toward consolidating existing short-term 
debts. Including the Dawes loan, the pres- 
ent total of our foreign indebtedness is 
about 3,500 million marks; and this is no 
cause for apprehension even though at an 
average rate of 10 per cent for interest 
and other charges it burdens us with an 
annual liability of 350,000,000 marks. Ger- 
many must nevertheless show reserve in 
the contraction of further foreign liabilities. 
She should limit the use of foreign capital 
to cases where there is an urgent economic 
need. 


Warns Against too Much 
Outside Help 


HOW can Germany best improve her 
difficult economic condition? Firstly, 
I should warn her against depending too 
much upon foreign help. Valuable as this 
help is and has been to us, we should rely 
primarily upon the recreation of capital at 
home. At home lies the center of gravity. 
This is proved by the fact that before the 
war the annual creation of new capital in 
Germany exceeded the whole amount of 
her present indebtedness abroad. Secondly, 
Germany must note that foreign lending 
countries (and by that is mainly meant the 
United States) have claims upon them by 
other European borrowing countries, so 
that there is a limit to the amount which 
Germany could borrow. This is a further 
reason why we should practise economy in 
our administration and take measures to 
reduce our production costs and to increase 
the efficiency of our labor. Only by such 
means can we increase the volume of our 
sales both at home and abroad. 

“My view is that Germany can look with 
confidence toward the new year if she 
shows a firm will to maintain her position, 
and if she continues on the path which she 
has of late pursued. Most stress of all I 
should lay upon the improvement of our 
productive and _ distributive organization. 
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Cheap Money and 


Installment Buying 


é6(-NOMMENTS are not infrequent that 

money is remarkably cheap in view 
of the large volume of business which 
is being done and the heavy absorp- 
tion of credit by securities and real estate,” 
says the National Bank of Commerce, 
New York, in its Monthly Review. “Wheth- 
er rates are to be regarded as high or 
low at any given time, however, depends 
solely on the basis of comparison. Before 
the establishment of the Federal Reserve 
System, United States business was only too 
accustomed to violent changes from extreme 
stringency to redundancy. Recognizing that 
these have been eliminated, present rates 
may be regarded as relatively higher than 
most people have thought. Viewed from the 
standpoint of long-time trend, the rapid 
capital accumulation now going on here 
clearly points to declining yields. 

“In this connection, one aspect of the cur- 
rent credit situation is not clear. At the 
beginning of 1925 it was felt that expanding 
business eventually would absorb large 
amounts of credit. However, if the volume 
of loans other than those secured by stocks 
and bonds made by the more than seven 
hundred member banks in leading cities 
which report regularly to the Federal Re- 
serve Banks be taken as an index of the 
volume of commercial loans for the country 
as a whole, the evidence is that the h&ge 
volume of business of the year just closed 
was financed with very little expansion of 
borrowings by manufacturers and merchants. 
This item increased from $8,206,000,000 on 
December 31, 1924, to $8,306,000,000 on 
December 30, 1925, or only $100,000,000. 

“The usual. explanation of these figures 
is twofold. Adherence to a policy of hand- 
to-mouth buying, low inventories and rapid 
turnover, made possible by efficient trans- 
portation and communication, has reduced 
the amount of credit necessary for the 
financing of the current operations of manu- 
facturers and merchants; and the large 
working capital and cash reserves of many 
enterprises have lessened their dependence 
on borrowings. 

“This explanation is good as far as it 
goes, but it is doubtful whether it takes ac- 
count of the relation of installment sales 
to the current credit picture, and, indeed, 
to inventories. Unpaid installments consti- 
tute a form of outstanding commercial 
loans, and manufacturers’ or merchants’ 
equities in goods in the hands of consumers 
must be considered in connection with the 
question of whether inventories are high 
or low. No doubt the reporting member 
banks whose loans are usually assumed to 
be a good index to the commercial borrow- 
ings of the country have played an important 
part in the financing of installment sales. 

“Unquestionably, however, the other banks 
of the country have also furnished a large 
share of the credit necessary for the financ- 
ing of the installment business, and much 
has come from sources other than banks. 
Manufacturers and merchants have freely 
employed their own capital to facilitate in- 
stallment selling. Sales of stocks and de- 


bentures of finance corporations have pro- 
vided a means whereby large amounts of 
investors’ money have been made available 
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A group of business men in Boston is going to night 


school. 


Presidents, vice-presidents, managers and other 


executives meet once each week after business hours, to 


study economics. 
Bank instructs them. 


And an official of the Federal Reserve 


He is teaching them the meaning of statistical reports; 
and the significance of general business conditions as 


applied to their own affairs. 


All of which will help 


those men be better citizens, better business men, and 


better bank customers. 


How about the executives in your community? 


Are 


you doing your share to give them a better understand- 


ing of economics and sound business? 
but an opportunity that you 


a duty that you owe; 


It is not only 


cannot well afford to overlook. 


You will not need to start a night school. 


Our monthly 


Bank Review will help you carry on this constructive 


work by mail. 


A line from you will bring the current 


issue, and details of our proposition. 


INVESTMENT:ADVERTISING- COMPANY 


208 South 
LaSalle St. 


for this purpose, and groups of individuals 
throughout the country, sensing the oppor- 
tunity for high returns in a period when 
most other avenues of employment have 
promised only modest interest rates, have 
used their own funds for the organization 
of small finance companies for the handling 
of local business. Thus has cheap money 
played its part in the rapid expansion of the 
installment purchase system.” 


McFadden Bill 


ONGRESS has the McFadden-Pepper 
bill, which seeks to modernize the 
National Bank Act, under active considera- 
tion. 
The bill, after being favorably reported 
by Banking and Currency Committee of the 


CHICAGO 


‘Telephone 
1577 


House of ‘Representatives, was brought be- 
fore the House on January 27, when the 
general debate was started. Subsequently 
it was considered section by section and by 
a vote of 292 to 90, it was passed on Febru- 
ary 4. 

The Senate Committee on Banking and 
Currency was scheduled to start hearings 
on the bill on February 13. Representatives 
of the California bankers, who are op- 
posed to the provisions which place a curb 
on branch banking, asked that they might 
lay their views before the Senate com- 
mittee. The measure faces more opposition 
in the Senate than in the lower house of 
Congress. 


Read the warnings in the Protective Sec- 
tion of this issue of the JouRNAL. 


| 
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ICHIGAN is among the 


Billion Dollars annually. 
increase in two years. 


manufacturing. 


DETROIT 


FOUR BILLION 


leading manufacturing states, 
fabricating a great variety of products. 


The factory value of her industries is now close to Four 
This total is a seventy-five per cent 


This Bank is an imporant link in the growth of Michigan’s 
It offers unequalled facilities for serving all 
having banking business in the Great Lakes Region. 


FIRST NATIONAL BANK 


The First National Bank, the Central Savings Bank, and the 
First National Company of Detroit, are under one ownership. 


February, 1026 


Resources 
over 


$170,000,000 


MICHIGAN 


New Way of Operating Safe Deposit Vaults 


SYSTEM of operating a safe deposit 
vault that does away with many of 
the present day troubles has been developed 
by a bank in a large city in the Middle 


West. It does not require two attendants 
to be in the vaults at all times and does 
not make the changing of the lock necessary 
every time a box is given up. 

The system is called the signature seal 
system. In the Safe Deposit Bulletin, the 
method is described as follows: 

“This vault uses all the present systems 
in the way of keys, etc., and in addition it 
alters the tin in such a way that a paper 


seal which has been signed by the box 
renter can be placed in the tin while open. 
When the tin is closed, the signature is 
clearly visible from the outside of the tin. 
The tin is then locked in its receptacle in the 
usual way. When the renter wants his 
box, he signs his name on a similar seal 
which takes the place of the usual access 
ticket now in use in a number of vaults. 
The attendant time-stamps this seal, and in 
the presence of the renter unlocks his box. 
The attendant compares the signature just 
signed with the one in the tin, and, if they 
agree, he allows the renter to have the tin. 


D. P. Bestor, Jr., president, Alabama 
Bankers Association, president, First 
National Bank, Mobile 


6@A T the same time, the attendant and 

renter can both observe that the seal 
in the tin is unbroken. The act of the 
renter in lifting the lid of the tin auto- 
matically cancels the seal in the tin. The 
renter removes the cancelled seal and in- 
serts the one newly signed. The cancelled 
seal is surrendered to the attendant who 
time-stamps it. 

“When the renter has finished with his 
tin, he, of course, closes the lid. This au- 
tomatically locks the tin with the newly 
signed seal in it. The tin is then locked up 
in its receptacle in its usual way. 

“The cancelled seal has two time stamps 
on it, one when the seal is placed in the 
tin and the other when it was removed 
from the tin. 

“The safe deposit company thus has proof 
of non-access as well as the proof of access 
by the proper party. That is, it has the 
proof of the time the renter placed the 
seal in the box, the proof of the time he 
took it out and what is still more valuable, 
the absolute and conclusive proof that the 
tin had not been opened between these two 
times—absolute proof of non-access. 


667" HE seal cannot be duplicated by any- 

one but the renter, as it has his signa- 
ture on it, which was signed in the presence 
of the vault attendant. Further, the insert- 
ing date of the second seal corresponds 
with the removing date of the first, and the 
inserting date of the third seal corresponds 
with the date of the second and so on. 

“You also have in the box, locked in the 
tin, the absolute proof of who was at the 
box last—a most valuable feature where 
two or more persons have the right of ac- 
cess to the box. 

“The owner knows that his box could not 
have been opened without puncturing the 
seal which he himself has made. There is no 
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J. W. McCoy, 
Bankers Association, 


Oregon 
First 


President, 
Cashier, 
National Bank, Ashland 


chance for forgery, dishonesty, or mistake. 
The use of this system does away with all 
the petty annoyance occasioned by the keys 
and the guarding thereof. There is no ob- 
jection to your renters leaving their keys 
hanging in the door while their tin is out. 
You need never change your lock. You are 
effectually protected in case of a law suit. 
The method is simple and is a time saver 
over present methods. 

“It is the most effective method yet de- 
vised for the protection of the box owner, 
safety deposit company and attendant.” 


There Is No Substitute 


PEAKING at the annual meeting of the 

National Council of Farmers’ Coopera- 
tive Marketing Associations Judge Robert 
W. Bingham, chairman, said: 

“T am not able to see the need of a Fed- 
eral method for handling the surplus as 
long as cooperative marketing has not been 
given its full fair chance. 

“If the growers of this land will try 
cooperative marketing, on great national 
crops—try it with a full heart—try it with 
loyalty and with perseverance; and if the 
real farm leaders of the country will give 
more than lip support to cooperative mar- 
keting and will really advise their followers 
to direct their way behind the movement; 
and if the government, under our President 
and Secretary of Agriculture will continue 
to give administrative support, then I know 
that cooperative marketing will solve the 
problems of the farmer; will enable him to 
handle both his domestic sales and his for- 
eign sales; will enable him to adjust supply 
to demand without flying in the face of 
economic truths and will enable him to build 
up his own prosperity on his own efforts, on 
a lasting and solid foundation. 


m™ MARINE 
TRUST GOMPANY 


OF BUFFALO 


Condensed Statement of Condition 


RESOURCES 


Loans and Discounts 


Other Bonds and Investments 


Mortgages .... 
Real Estate . ... 


$107,985,212.09 
37,676,023.95 
48,479,774.03 
13,919,176.18 
5,314,958.11 


Customers’ Liability on Letters 
of Credit and Foreign Trade 


Accrued Interest . . 
Cash and with Banks 


428,923.60 
914,984.78 
35,838,364.32 


$250,557,417.06 


LIABILITIES 


Surplus... 


Undivided Prolite . 


Reserves ..... 


$10,000,000.00 
10,000,000.00 
5,809,086.65 
2,240,000.00 


Contingent Liability on Letters 
of Credit and Foreign Trade 


Credits . . 


Due Federal Reserve Bank. . 


Deposits. . .... 


Total . 


428,923.60 
16,920,000.00 
205,159,406.81 


$250,557,417.06 


At the beginning of business 
January 2, 1926 


“Let us stand absolutely behind the Presi- 
dent. He has trusted us. He has adopted 
our program. Our faith and honor are ir- 
revocably committed to the program he 
adopted at our urgent suggestion. 

“Commodity cooperative marketing has 
proved that it will solve agricultural prob- 
lems and difficulties, including surplus, so- 
called, when operated intelligently and on 
a sufficiently large percentage of any given 
crop. The opportunity to adopt this method 
is within the reach of every farmer in this 
country. 

“His legal problems have been solved, his 
credit problems have been solved, his organ- 
izations have been justly and properly ex- 


cepted from the inhibitions of the anti-trust 
law, successful and unsuccessful experiences 
have developed to guide him, the bankers, 
the business men, the newspapers, the full 
support of the President and the govern- 
ment of the United States are aiding him. 
Moreover, the wisest and most patriotic 
leaders of this country, through the Insti- 
tute of Cooperation, with its admirable edu- 
cational program, are giving him information 
and guidance. This council, itself, through 
its system of schools, is giving him encour- 
agement and enlightenment. The Text Book 
Committee, which includes in its member- 
ship some of the ablest and best informed 
of our countrymen, is preparing a textbook 
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Safe-Guard Check Writer 


@ Protects The Payee Name. 
@ Safe Guards The Legal Amount. 
@ The Type Is Automatically Inked. 


All In One Operation. 


Safe-Guard Check Writer Co. 


5-7 Beekman Street New York, N. Y. 


4 New Idea in 
Ireland Coin Wrappers 


Steel-Strong 
TWO thousand years of history and 1 
than two thousand years of legend an ° 
tradition are packed into one small island. Rainbow Wrappers 
In Ireland every hill and stream, every 
rock and field, has its story wrap pennies, nickels, 
Irish place-names are stories, full of legend dime _ . 
and history, often tenderly poetical and ° Sid mney halves ~ denom- 
romantic. They have their share in ination wrappe is shown by colored 
making the glamour of Ireland. spiral line on the wrapped package. 
Come and study them on the spot. One wrapper wraps five denominations 
Between England and Ireland the London Replace your Old Styles with Rainbows 


Midland and Scotti il has si 
diferent hes six Sold by all Stationers—Write for Catalog 


LMS. 


- Cincinnati, Ohio 


Makers of "‘Steel-Strong”’ nationally used 
Illustrated pamphlets trom John Fairman, bank lies f 
LMS Agent, 200 Fifth Avenue, New York, 
or from any office of Thos. Cook & Son. ~ 


RANK WHITE, Treasurer of the United States, is shown here writing his 
famous signature which appears on every piece of paper money that the govern- 
ment puts in circulation. Without his name affixed to it, paper currency is worthless. 


on marketing which will inform every child 
in the country upon this question so vital 
to the stability of our institution and the 
prosperity of our country. 


“What more can be done, except to lend 
every effort to encourage the farmer to take 
advantage of his opportunity and help him 
self? There is nothing seductive or alluring 
about this program. It is far easier to tell 
in honeyed tones, of all the farmers’ bur 
dens, by which a government bureau, or 
commission, will overcome drought and 
flood, hail and heat, laziness and ineptitude 
and provide a profit for everything grown 
in this country, regardless of all other things 
and all other people. But the whole cours 
of human history, the whole body of philos 
ophy establishes that there is no govern 
mental substitute for knowledge, judgment, 
initiative, energy, persistence, patience.” 


Condition of Business 
(Continued from page 572) 


for unskilled labor throughout the New 
York area averaged slightly higher on 
January 1, 1926, than six months previous, 
and in fact were practically the same as 
at the high point in 1923. Earnings of fac- 
tory operatives and office workers are 
slightly above the previous high marks 
reached in 1920. The high level of earn- 
ings, during a period in which the cost of 
living has declined from the peak, has ac- 
companied greatly increased output per 
worker employed, and has been distributed 
generally throughout the manufacturing in- 
dustries, except the textiles which have been 
depressed. 


The Security Markets 


OMEWHAT easier money conditions 

and the appearance of a strong rein- 
vestment demand were the principal factors 
resulting in an advance in bond prices dur- 
ing January. For a representative group of 
domestic corporation bonds, the advance 
amounted to about a point, which carried 
average prices to the highest levels since 
1917. United States government issues 
made net gains ranging up to one-half a 
point, and foreign government issues in 
many cases showed an advance from 1 to 
2 points. In the stock market, prices gen- 
erally continued firm during the first part 
of January. Railroad shares rose to new 
high levels since 1913, accompanying re- 
ports of improved earnings and rumors of 
impending mergers, while industrial issues 
recovered close to the high levels of last 
November. Later in the month price move- 
ments turned irregular. 

Not only was the market for outstanding 
bonds strong in January, but offerings of 
new securities increased substantially and 
were the largest since January, 1923, an 
unusually high month. Industrial and public 
utility offerings were important elements in 
the increase, and included a considerable 
volume of stock issues. Increased use of 
stock issues in new corporate financing con- 
tinues the tendency evident in 1925, when 


the total was substantially larger than in 
1924. 
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Security Collateral Loans 


HE Federal Reserve Board is extend- 

ing the information covered by its sys- 
tem of weekly reports from member banks 
in leading cities so as to show the aggre- 
gate amount of security collateral loans as 
an item separate from other loans on stocks 
and bonds. This additional information, 
together with monthly reports compiled by 
the New York Stock Exchange showing 
borrowings of its members, will undoubtedly 
help toward a better understanding of the 
relations between the market for brokers’ 
loans, or “street” loans, and the other mar- 
kets which offer employment for short term 
funds. 

The scope and method of operation of the 
other markets for temporary investment 
are fairly well known through authoritative 
reports. The commercial paper market is 
now absorbing about $650,000,000, in com- 
parison with a total of about $1,200,000,000 
at the peak of activity in 1920. The market 
for bankers’ acceptances, under the encour- 
agement of the Federal Reserve System, has 
grown in ten years to a position of equal 
importance with the commercial paper mar- 
ket. Total outstanding bills, according to 
the American Acceptance Council, has ranged 
in recent years from about $1,000,000,000 in 
1920 to $600,000,000 in 1921, and at the end 
of 1924 stood at about $820,000,000. Another 
recently established market, also sponsored 
by the Federal Reserve System, includes 
government certificates of indebtness and 
Treasury notes. 

Although confidential reports covering 
security loans to brokers and dealers in 
New York City were collected during and 
following the war in order to facilitate the 
distribution of Liberty loans, no authorita- 
tive figures have been published heretofore, 
except for the period from 1919 to the mid- 
dle of 1921 in connection with the reports 
of the Joint Commission of Agricultural 
Inquiry. During these years the volume of 
street loans in the New York market, in- 
cluding loans placed by 52 New York banks 
both for their own account and for corre- 
spondents, reached a peak of about $1,500,- 
000,000 late in October, 1919, or equal to 
about one-half of the total of all classes of 
loans on stocks and bonds placed by all 
weekly reporting member banks through- 
out the country. From that point, the total 
of street loans for New York banks’ own 
accounts and for correspondents declined 
gradually to a level of about $800,000,000 
at the middle of 1921, when the published 
figures stopped. 


Loans Have Been High 


unprecedented amount of new se- 
curities created and sold in recent years, 
in conjunction with the pronounced rise in 
average prices of outstanding stocks and 
bonds has led to a very marked expansion 
in security collateral loans since that time. 

Initial weekly reports of the Board will 
cover only street loans made by reporting 
members banks in New York City for their 
own account and for others, but at a later 
time it is planned to extend the reports to 
include street loans placed in other impor- 
tant financial centers. The monthly reports 
of the New York Stock Exchange on the 
total borrowings of its members on securities 
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YOUR NAME HERE 


FREE 


To Executives 


Beautiful sample Autopoint Pencil 


See coupon below 


Read This for Profits 


Find out how thousands of big firms are making 


money from this marvelous new pencil 


It’s nationally advertised, too. 


VERYONE knows the world- 
famous Autopoint Pencil— 
advertised in The Saturday Eve- 
ning Post, and in a big list of 
newspapers all over the country. 
And thousands of enterprising 
manufacturers, banks, industrials 
and business firms are using Auto- 
point to increase their businesses. 
These marvelous pencils are the 
finest the world knows. They are 
impossible to jam, to break or dent 
or burn, because they are made of 
Bakelite, the finest material ever 
used. 

There are but two moving parts 
in Autopoint, so there’s nothing 
complicated to go wrong with it. 
It is always ready for instant ser- 
vice, and millions in constant use 
today give their owners greatest 


able. Or you can have it stamped 
with the name of the person you 
are giving it to, if you prefer. 


There is a wide variety of dif- 
ferent styles and models to choose 
from, all embodying the famous 
exclusive Autopoint features. 
Each is a beautiful life-long pres- 
ent that people appreciate. Auto- 
points come in every quality, with 
prices that will amaze you. All 
colors of pencils—leads in every 
color and degree of hardness or 
softness. Whatever your require- 
ment, Autopoint will fill it. 


Find out about this big chance 
to build YOUR business. Fill in 
coupon and mail it with your let- 
terhead for attractive proposition, 
prices, descriptions and handsome 
sample of Auto- 


satisfaction. 


This is just what you want, to 
give to your customers—to people 
you want to do business with. 
name—it 
makes the finest souvenir imagin- 


Stamped with your 


AUTOPOINT COMPANY 
4619 Ravenswood Avenue 


will differ from the figures of the Board 
since the former include borrowings from 
foreign bank agencies, private banks and 
bankers, and other financial institutions. 
The new information will throw consid- 
erable light on the size of the street loan 
market in comparison with the amount of 
loans on stocks and bonds contracted for 
purposes other than carrying securities, and 
will indicate its relations to the other short 
term money markets A better general un- 
derstanding will result as to the real econo- 
mic function which the street loan market 
performs in carrying for a time new securi- 
ties in process of distribution to investors, 
and in financing the floating supply of 
stocks and bonds, which are as essential 
to the smooth operation of a security ex- 


point free to busi- 
ness executives. 
You'll never re- 
gret it. 


Write TODAY. 


AUTOPOINT 
COMPANY 


4619 Ravenswood Ave., Chicago. 


Without obligation, please rush sample Autopoint 
Pencil, your business-building gift proposition, 
prices of pencils and stamping and full informa- 
tion. I attach business card or letterhead. 


Name 
Position 
Company 
Address 


A.B.A.2-26 


Chicago, IIlinois 


change as are dealers’ stocks of goods in 
other lines of business. 


Time Deposits Grow 


HERE has been a steady growth in the 

amount of time deposits for several 
years. While figures are not available for 
all of the incorporated stock banks in the 
United States, the Federal Reserve Board 
reported that there was a gain of $870,000,- 
000 in the time deposits of its 9,000 member 
banks between Oct. 10, 1924, and Sept. 28, 
1925. The banks had $10,467,000,000 in time 
deposits on this latter date. The net de- 
mand deposits were $18,233,000,000, and 
while these are larger than for 1924 the 
growth has not been proportionally as fast. 
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Your Depositors 
are Buying 
Public Utility Securities 


All over the country bank depositors are 
investing part of their funds in Public 


Utility Securities. 


Is the Bond Depart- 


ment of your bank ready to meet the broad- 
ening demand in this attractive field of in- 


vestment? 


This Company, which has long specialized 
in Electric Light and Power securities, has 
numerous conservative banks on its cus- 


tomer list. 


On request, our list of offerings will be sent 
to your Bond Department regularly, to- 
gether with our tabloid investment news- 
paper, “The Wilsey Outlook.” 


You are also invited to use our facilities for 
supplying quotations and reports regarding Pub- 


lic Utility securities. 


Our direct wire to eastern 


markets, enables us to render prompt and re- 


liable service. 


R. E. WILSEY & COMPANY 


Incorporated 


76 West Monroe Street 
CHICAGO 


Directory of Corporate 
Fiduciary Associations 


DIRECTORY of ‘corporate fiduciary 
associations has been issued by the 
Trust Company Division of the American 
Bankers Association. This compilation is in 
line with the Division’s work of encouraging 
the formation of trust sections and corpor- 
ate fiduciary associations throughout the 
country for which constant help is being 
given through the office of the Division. 
The directory presents a brief résume of 
activities, published with the view that it 
will be useful both to members of existing 
organizations and to those contemplating 
forming trust company groups. 


The publication gives the following birds- 
eye view by states of corporate fiduciary 
associations : ! 


Arizona: Trust Company Section, Arizona Bank- 
ers Association. 

California: Trust Officers Association of Long 
Beach; Association of Trust Officers of Los An- 
geles and Vicinity; Associated Trust Companies 
of Central California; Trust Company Section, 
Califorria Bankers Association. 

Colorado: Denver Trust Officers Group; 
Section, Colorado Bankers Association. 
Connecticut: Connecticut Association of 
Banks and Trust ape: Corporate 

ciaries Association of New Haven. 

Georgia: Trust Department Committee, 
Clearing House Association. 

Illinois: Corporate Fiduciaries 
Chicago. 

Indiana: Infcrmal Organization in Indianapolis. 

Kansas: Trust Company Bureau, Kansas Bank- 
ers Association. 

Louisiana: New Orleans Clearing House Asso- 
ciation standing committee. 


Trust 


State 
Fidu- 


Atlanta 


Association of 


February, 1926 


Maine: Corporate Fiduciaries Association of Maine. 

Maryland: Corporate Fiduciaries Association of 
Baltimore. 

Massachusetts: _ Massachusetts Trust Company 
Association; Corporate Fiduciaries Association of 
Boston. 

Minnesota: 
sota. 

Missouri: Corporate Fiduciaries Association of 
St. Louis; Corporate Fiduciaries Association of 
Missouri. 

Montana: Separate sections in Montana Bankers 
Association for national, state and private banks 
and trust companies. 

Nebraska: Omaha Trust Officers’ Association. 

New Jersey: Fiduciary Section, Essex County 
Bankers Association. 

New York: Corporate Fiduciary Association of 
Buffalo Trust Companies and Banks; Corporate 
Fiduciaries Association of New York City; Trust 
Company Section, New York State Bankers As- 
sociation; Trust Companjes Association of the 
State of New York. 

Ohio: Trust Companies Association of Ohio. 

Oregon: Trust Companies’ Association of Oregon; 
Committee on Trust Powers, Oregon wanke 3 
Association. 

Pennsylvania: 
of Scranton. 

Texas: Trust Company Section, Texas 
Association. 

Utah: - Trust Company Section, Utah Bankers As- 
sociation. 

Washington: 


Trust Officers’ Association of Minne 


Corporate Fiduciaries Association 


Bankers 


Seattle Association of Trust Men; 
Trust Section, Washington Bankers Association 


Wisconsin: Associated Trust Companies of 
Wisconsin. 


The compilation shows that there are no 
trust group organizations in the following: 
Alabama, Arkansas, Delaware, District of 
Columbia, Florida, Idaho, Iowa, Kentucky, 
Michigan, Mississippi, Nevada, New Hamp- 
shire, New Mexico, North Carolina, North 
Dakota, Oklahoma, Rhode Island, South 
Carolina, South Dakota, Tennessee, Ver- 
mont, Virginia, West Virginia, Wyoming. 


Bank Receiverships 


(Continued from page 559) 


been to stave off the tragedy of the bank 
failure and the staving off has meant greatly 
added loss in the final closing which has 
almost always been the outcome. 

“Tf a bank were promptly put into liquida- 
tion when there is a serious impairment of 
the capital and surplus, unless the impair- 
ment was promptly made good, little, if any, 
loss would be suffered by the creditors. 
But when such a bank is permitted to run 
for years and usually under the same man- 
agement, it means a loss of often fifty per 
cent and in some cases far more. A failure 
would not mean so very much to a com- 
munity, if creditors received 90 to 100 per 
cent, and this would be the usual thing in- 
stead of the exception if banks were closed 
when they should be closed.” 

When by force of events a notice is placed 
on the window of a bank that it is in the 
hands of the banking department the deposi- 
tors are not only interested in what the 
assets will return to them but in how much 
it will cost to collect those assets. Ob- 
viously every dollar in receivership costs 
comes out of the pockets of the depositors 
or if, as in a few states, a guaranty fund 
exists, out of the contributing banks. The 
public has a right to have every possible 
saving made in the liquidation of the failed 
institution and this Department of Insolvency 
has made a long step toward economical 
management and the protection of the de- 
positor who is at the mercy of the liquidat- 
ing agency. 
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A. H. Baldwin. 


R. BALDWIN, a resident of New 

York, is one of the newer members 

of the United States Tariff Commission 

appointed by President Coolidge. The Com- 

mission in its annual report recommended 

changes in the provisions of the flexible tariff 
law. 


Western Reclamation 
(Continued from page 550) 


couraged, aided and protected at all costs. 
Much has been said recently regarding 
the losses to the reclamation fund. They 
are insignificant and trivial compared to the 
accomplishments of reclamation. It is un- 
fair and unjust to condemn the whole struc- 
ture because of a few temporary setbacks 
and failures. Few industries and businesses 
have shown such results with the small pro- 
portion of failures as has western recla- 
mation. It compares favorably in this par- 
ticular with the transportation industry of 
the country. It should be remembered that 
the transcontinental railroads have received 
bonuses from the Federal government of 
millions of acres of land. The bonds of 
these companies were never expected to be 
redeemed in a short period of years. 


Three Times More Than 
the Investment 


AS the government is the trustee for the 
reclamation fund, and the adminis- 
trator of the projects, it is justified in using 
diligence and energy in collecting contract 
payments from the settlers when they fall 
due. I believe the great majority of the 
settlers are anxious to meet these obliga- 
tions promptly. However, as in the admin- 
istration of other industries, the equities 
of the case should be considered. This 
means that allowance should be made in 
cases where the government has failed to 
live up to its agreements with the settlers 
because of certain unforeseen conditions 
which have been found to exist, and also 
because of the abnormal and depressed 
economic conditions the agricultural and 
livestock raising industries have experienced 
on these projects as well as in other sec- 
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tions of the country during the last few 
years. 

Consideration should be given to the 
great numbers of settlers on these projects 
who have suffered hardship and loss in 
developing them under the most trying and 
difficult conditions. 

The American people can well be proud 
of the results accomplished by Federal 
reclamation. It has created new wealth— 
over three times the amount of the govern- 
ment’s investment, the bulk of which will 
be repaid to the government. It is financed 
from a special revolving fund from the re- 
sources of the western states, and not from 
taxes from the people. It has transformed 
the barren desert into thrifty and happy 


farms. It has created an immense new and 
profitable market for eastern manufactured 
and other products. It has broadened the 
market for corn products of the Middle- 
West by furnishing feeder cattle to consume 
it. It is yearly furnishing millions of dol- 
lars in taxes to the states and the Federal 
government. It is furnishing the country 
with millions of dollars worth of long 
staple cotton annually, which otherwise 
would come from Egypt, also millions of 
dollars worth of other high-class agricul- 
tural and livestock products which con- 
tribute to the welfare and happiness of the 
American people, and which are not com- 
petitive with those from other sections of 
the country. 
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“Best Way to Minimize Danger 
of Coal Strikes” 


John‘Hays Hammond, Who Headed Government’s Coal Com- 


mission, Reviews the Coal Situation. 


Publication of Report to 


Get Facts for Which Cost $600,000, Long Delayed. Neither 


Side Eager for Publication. 


HE best way to minimize the 

danger of strikes and to insur: 

the delivery of the right kind of 

coal, and at the right price to the 
consumer, is through the adoption by Con- 
gress of the United States Coal Commis- 
sion’s report of Sept. 23, 1923,” says John 
Hays Hammond, chairman of that Com- 
mission. 

At a cost of over $600,000 to the govern- 
ment the Coal Commission, it will be re- 
called, investigated the problems of the in- 
dustry, its investigations extending over a 
period of a year, and its voluminous re- 
port treated in de- 
tail every phase of 
the industry, but 
despite the recom- 
mendation of Presi- 
dent Coolidge Con- 
gress delayed the 
publication of the 
report until a few 
weeks ago. Copies 
of the document 
may now ob- 
tained from the U. 
S. Government 
Printing Office. 

Mr. Hammond 
thus summarizes the 
findings of the Com- 
mission and __inci- 
dentally suggests 
ways helpful in the 
immediate solution 
of the individual 
problem: 

“In its report,” 
says Mr. Hammond, “the commission ex- 
pressed the belief that the fact-finding 
service it rendered should be placed on 4 
permanent and well coordinated basis. For 
this purpose it recommended the creation of 
a Special Division under the Interstate 
Commerce Commission. It was its opinion 
that the moral influence exerted through 
publicity is an important safeguard of the 
interest of the public. 


Publicity Would Deter the 
Unscrupulous 


“Pp UBLICITY as to the quality of coal in 
interstate commerce would greatly deter 
unscrupulous operators and dealers from 
the sale of fireproof, adulterated and other- 
wise unsuitable coal. Publicity as to the cost 
and profits of the operators, transportation 
charges, the profits of wholesalers and re- 
tailers would enable the consumer to judge 


the soft coal mines. 


A string of coal cars 


whether a fair or an exorbitant price is 
being charged for his coal. Publicity as to 
earnings, living conditions, and living costs 
of the miners would enable the public to 
form a judgment as to the equities of dis- 
putes between operators and miners over 
the renewal of wage agreements; and in- 
formed public opinion at such times would 
exert deterrent influence upon the adoption 
of an unreasonable attitude by either or by 
both parties to the controversy and thus 
tend to prevent a lockout or a strike. 

“All these facts change from season to 
season and vary from district to district 


265 miles long would be necessary to transport the daily output of 
This view shows only 3000 cars of bituminous awaiting shipment 


at the Ashtabula Harbor yards in Ohio. 


and from mine to mine, and the public 
is entitled to know them since the transpor- 
tation of coal in interstate commerce is so 
affected by the public use and coal enters 
so intimately into all the necessities and 
conveniences of modern life—indeed being 
outranked in importance only by food and 
water—that there is no longer any private 
right to secrecy as to such matters as costs, 
profits, wage rates and working and living 
conditions in the industry. 

“This report has only just been made 
available for the public. Copies can be ob- 
tained from the United States Government 
Printing Office or upon application to a 
member of Congress. The President of 
the United States transmitted this report to 
Congress with his recommendation that it 
should be the basis of appropriate legisla- 
tion. Congress unfortunately has thus far 
ignored the report. The public, as is its 
wont, was apathetic after the strikes of 1922 
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No Power to Compel Settlement. 


and 1923 had been settled and coal 
again available. 

“The anthracite operators and the 
anthracite miners were for obvious rea- 
sons not particularly eager to have the 
report printed and circulated. The result 
is, that no legislation has been enacted which 
would give the President of the United 
States any constitutional warrant to inter- 
vene in this emergency. It has been sug- 
gested that the President offer his services 
as mediator to settle the strike. Any efforts 
at mediation the President might have made 
would have been without avail and might 
have been a _ dis- 
service. This is 
evidenced by the 
failure of the Govy- 
ernor of Pennsylva- 
nia to secure through 
his mediation the 
resumption of min- 
ing operations. 

“In order clearly 
to comprehend the 
coal situation it is 
essential to wunder- 
stand wherein the 
anthracite differs 
from the bitumi- 
nous industry. 
Therefore I must 
ask the indulgence 
of those already fa- 
miliar with the sub- 
ject. 

“There are two 
kinds of problems in 
the coal industry: 
one relates to anthracite or hard coal, the 
other to bituminous or oft coal. The prob- 
lems respectively are radically different. 

“The known deposits of anthracite for 
commercial importance for present consid- 
eration at least are confined to an area of 
about 500 square miles in eastern Pennsyl- 
vania. The anthracite mines supply annual- 
ly about 90,000,000 short tons; about 70 per 
cent of this tonnage is used for domestic 
purposes, the rest in industry. Eight inter- 
ests furnish 75 per cent of the total output, 
and control 90 per cent of the unmined coal ; 
therefore in respect of its geographical lim- 
itation and the administration of operations 
the anthracite industry partakes of the na- 
ture of a monopoly. 

“Tt is important to note having regard 
to anthracite as a fuel that there is a 
tendency toward an increased cost of pro- 
duction and consequent higher prices of 
hard coal in the near future, owing to the 
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rapid exhaustion of the more cheaply of 
mined beds of coal from which the present 
supply is largely derived. 

“Bituminous coal is mined on a commer- 
cial scale in twenty-five different states of 
the union, the annual production of which 
averages about 500,000,000 tons, coming 
from 12,000 producing companies contrasted 
with the 170 companies that furnish the 
anthracite output. This comparison further 
emphasizes the monopolistic feature of the 
anthracite industry. 

“The magnitude of the bituminous in- 
dustry may be realized from the statement 
that 265 miles of coal cars with a capacity 
of fifty tons each are required to transport 
the daily output of the soft coal mines. 
This industry is characterized by a great 
over-development, the capacity of the mines 
being estimated at 40 per cent more than 
the normal market demand for coal and the 
number of miners between 170,000 and 
200,000 more than required to provide the 
present output. The heavy financial bur- 
den of maintaining the excess mine capacity 
and excess labor force is passed ultimately 
to the consumer in the form of higher pro- 
duction cost and higher prices. It is 
equivalent to the cost of maintaining in idle- 
ness 200,000,000 tons of mine capacity and 
170,000 to 200,000 miners. 

“The bituminous industry is uneconomic- 
ally organized and functions badly. Under 
normal conditions the industry as a whole 
is not profitable and the majority of the 
producers are compelled to recoup the losses 
incurred during such periods by demanding 
exorbitant prices for coal at times of acute 
shortage incident to the suspension of min- 
ing operations. The reorganization and 
stabilization of the industry will be one of 
the problems which Congress will have to 
tackle in the interest of both the industry 
and the public. 

“The anthracite fields are thoroughly 
unionized. This is another link in the chain 
of monopoly which dominates in the in- 
dustry. In the bituminous fields, however, 
large areas are non-union. 


The Jacksonville Agreement 


saa Ener is much discussion of the 
Jacksonville agreement. This agree- 
ment between the bituminous operators and 
the United Mine Workers in the unionized 
districts was effected in 1924. Mr. Lewis, 
president of the United Mine Workers, has 
endeavored to fix responsibility for the 
Jacksonville agreement upon Mr. Hoover, 
the Secretary of Commerce, and to create 
in the minds of the public a moral respon- 
sibility of the government to enforce the 
Jacksonville agreement. The facts of the 
matter are, that Mr. Hoover was not re- 
sponsible for the precise terms of the Jack- 
sonville agreement. That agreement was a 
private contract voluntarily entered into by 
the two parties at interest. What Mr. 
Hoover did was simply to use his good 
offices, when solicited, to bring the oper- 
ators and miners together for a conference 
and to urge that they reach some kind of 
agreement that would bring peace to the 
industry for a period of years. 

“The base wage rate was established at 
$7.50 per day. Under this wage rate the 
unionized districts are unable to compete 
with those of the non-union fields and as 
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a consequence a great number of unionized 
mines have been compelled to shut down or 
to work under a new wage scale which 
though in contravention of the Jacksonville 
agreement has in many cases been accepted 
by the union employees. Some of the larger 
companies that signed the Jacksonville 
agreement have reduced the wages and 
are trying to operate in defiance of the 
union, a breach of contract of which I do 
not approve. 

“The result of the closing of mines in the 
unionized sections has been an influx of 
miners into the non-union districts and the 
expansion of mining operations in South 
West Virginia and Kentucky. 

“Today 65 per cent of bituminous coal is 
produced by non-union companies as against 
35 per cent in the unionized mines, whereas, 
only three years ago these figures were 
reversed. There is no danger of the crea- 
tion of a monopoly in the bituminous in- 
dustry either on the part of operators or 
of the miners union. For this reason, if 
for no other, the use of bituminous coal 
for domestic purposes is deserving of con- 
sideration. 


66 ANOTHER argument in favor of bi- 
tuminous coal is the much lower price 
at which it can be bought. It is estimated 
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that in the case of New England a saving 
of about $70,000,000 yearly can be effected 
by the use of bituminous coal in-tead of 
anthracite for domestic purposes. 


How anthracite coal is mined. 


An electric cutter, the hand pick and a conveyor are 
employed. 
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“Compared with the bituminous, the 
anthracite industry is far better organized 
and better stabilized. There is greater 
regularity of operation of the mines, the 

‘ absence of ruinous competition, no excess 

of miners—indeed, a shortage of miners at 

Caldwell & Co. times—and greater continuity of employ- 
INVESTMENT BANKERS ment. During the past six years, except 


Southern Municipal, C er for periods of strikes, the average number 
First Mortgage Bo eile = days worked in the anthracite mines was 

. 271, out of a possible working yea of 308 

1201 Union Street days, allowing for holidays, etc. In the case 
Nashville Tennessee of bituminous mines the average working 


days were only about 214. 
Chicago ew Yor attanooga “ ® 
Se. Louis Cincinnati NewOrleans The output of anthracite has been so 


Detroit Knoxville Birmingham regulated by the operators as to prevent 
over-development and ruinous competition 
in the sale of the coal. As a matter of fact, 
the amount of anthracite produced during 


Southern Municipals the past 15 years has been practically sta- 


tionary while the anthracite consuming 
Bought — Sold — Quoted section has increased over 20 per cent in 


Liberal concessions to banks population. Economic rather than physical 
conditions have determined the policy in this 
regard. 
“Another advantage enjoyed by the 
Orders executed on anthracite industry is better transportation 
New York and Chicago facilities. There is no car shortage, which 
Stock Exchanges frequently obtains in the bituminous indus- 


try at time of peak demands. 


mane Half the Homes Heated by 


A leading authority on all forms Bituminous 


investments throughout the South 
HE quality and the use of anthracite 


coal differs materially from that of 
bituminous. Over 60 per cent of the 90,000,- 
000 net tons of anthracite yearly produced is 
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used for domestic purposes, including heat- 
ing of hotels, apartments and offices, while 
only about 10 per cent of the bituminous 
production is thus used, but the tonnage 
of domestic bituminous coal used is, how- 
ever, about the same as that of anthracite, 
that is to say, about one-half of the homes 
of the country are heated by bituminous 
coal. This coal is the coal of commerce, 
90 per cent being consumed by railroads, 
industries, and public utilities. The econ- 
omic life of the nation depends upon its 
supply of soft coal. 

“Now as to the respective qualities of 
soft and hard coal for domestic consump- 
tion. The well known superiority of anthra- 
cite lies in its ease in firing, its cleanliness 
and freedom from smoke. Soft coal has 
been regarded as a particularly dirty and 
smoky fuel. The explanation is, that the 
wrong kind of bituminous coal has been 
used, and by people inexperienced in its 
use, but by selecting the proper quality of 
bituminous, that is, low volatile or so- 
called smokeless coal, and by a little in 
struction as to how to burn it, the 
objectionable features of soft coal can he 
entirely eliminated. 

“Smoke from the burning of coal indi- 
cates incomplete combustion and waste of 
heat units of the coal. Proper regulation 
of the draft of the furnaces can eliminate 
the nuisance of smoke and soot. Should, 
however, soot accumulate it can be readily 
removed from the heating surface by 
throwing in two or three handfuls of thor- 
oughly dried common salt upon a substantial 
body of hot fuel two or three times a 
month. Zinc scraps may be used instead 
of salt for this purpose. 

“On the other hand bituminous coal pos- 
sesses over anthracite two important ad- 
vantages. First, in its greater number of 
heat units, and second, in its smaller ash 
content. 

“Coke is a good domestic fuel. It burns 
with a smokeless flame. By using the smaller 
steam size of anthracite, that is, buckwheat 
with coke, the fire may be easily kept about 
the same period as a fire of domestic size 
anthracite. 

“The statement by John L. Lewis that 
there is danger of asphyxiation in the use 
of soft coal for domestic purposes is al- 
together erroneous. 


No Power to Compel Settlement 


“y= have no reason to hope for coal 
legislation of a regulatory character 
by the present Congress that will be of bene- 
fit in the future. This legislation should be ef- 
fective without being radical. I do not be- 
lieve that there will be any serious attempt 
to nationalize the mines. The purchase of 
the properties by the government would 
involve an outlay of several billions of dol- 
lars which in itself is prohibitive. More- 
over, the operation of the mines by the gov- 
ernment would result in far higher cost 
of production, and consequent higher prices 
to the consumer, and there would be an 
undoubted tendency to increase rather than 
to decrease the frequency of strikes owing 
to the inevitable injection of politics into 
the administration of the industry. 

“The United States Coal Commission, 
after an exhaustive study of the question 
of nationalization, unanimously decided 
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against this policy. Instead, the Commis- 
sion recommended a law providing for su- 
pervision of the coal industry by the Inter- 
state Commerce Commission with publicity 
of all the basic facts, including the ac- 
counts. In an emergency the proposed 
division would be ready to act as Federal 
iuel distributor and subject to the direction 

f the President of the United States, as 
the agency to deal with transportation and 
«listribution in such a way as the emergency 
may require. 

“The use of substitutes, during this win- 
ter, is the best means of compelling the 
anthracite industry to recognize its obliga- 
tion to the public to provide an uninterrupted 
supply of hard coal at a reasonable price.” 


Judging Business 
(Continued from page 546) 


buying power at home. It would be good 
if we could bear in mind always that the 
purchasing power of every country is in 
its own powers of production. People buy 
with what they sell, and the highest state 
of prosperity for every country is to be 
had when other countries are prosperous. 
Prosperity does not consist in having good 
times at the cost of other peoples, but in 
great production and great consumption 
everywhere—a balanced state of industry 
in which we exchange goods profitably with 
each other. 

That is the way it ought to be and that 
js the way it is. The economic law and the 
moral law are always in harmony. 

A serious state of business depression 
never comes unless there has been first a 
period of inflation both in credit and in 
prices. You have got to have a strained 
banking condition, a strained credit condi- 
tion before you can have the deflation which 
brings on industrial depression and hard 
times. There is no such state of inflation 
at this time as might bring on a crisis. 
There are no signs of it; nothing of the 
kind is impending. The skies are clear so 
far as that is concerned. 


A Hand on the Brakes 


HERE has been a rise in the stock 
4A market, but nothing that menaces the 
‘business situation. There has been land and 
town lot speculation in some localities, there 
is talk of overbuilding in some localities. 
These are conditions which always develop 
in times of prosperity and they are condi- 
tions to take account of. What brings most 
of our periods of prosperity to an end is 
the tendency of our people to discount the 
future too freely, to go into debt too deeply, 
to pledge their future incomes too far ahead. 
There are, I say, some signs of this, and 
they will bear watching, but I do not think 
the banks are seriously involved. On the 
contrary, there is today a great reserve of 
lending power in the banking system, par- 
ticularly in the Reserve banks, and I think 
the Reserve banks mean to hold on to it, 
against a time of need. If they do, we will 
not have any serious crisis, for a crisis that 
is guarded against does not come. The 
action of the Reserve banks recently in 
raising their discount rates, in my opinion, 
has that significance. The money situation 
is not tight, but in view of the expansion 


P 


CHICAGO 
105 So. La Salle Street 


of credit that has taken place in the last 
six months, the Reserve banks are justified 
in their action. It is noticeable that there 
is a hand on the brakes, but it is not a 
menace to the business situation. 


Will Income Increase? 


VEN after allowing for normal growth, 
the volume of business in 1925 was 
greater than for any year since the war. 
Big production and large profits usually go 
hand in hand. 

The average net income of those report- 
ing to the government for tax purposes for 
1924 was $3,428. Will the new returns 
show a greater material prosperity? In- 
cidentally there were 74 incomes for that 
year in excess of a million dollars. Ten 
individuals reported incomes of more than 
three million dollars each. 

In all 7,298,481 persons filed returns. They 
reported that $2,462,420,321 had been re- 
ceived from interest on bonds, notes, etc., 
and $3,207,181,311 from dividends. 

The bulk of incomes ranges from $1,000 
to $3,000 annually, the returns show. There 
were 4,659,356 individuals who did not have 
more than $3,000 annually. A total of 
1,051,346 reported incomes from $3,000 to 
$4,000. 

Roughly one-seventh of those paying 
federal income taxes succeeded in making 
more than $5,000 a year. The government’s 
statistics show that only one person in every 
fifteen reported an income of more than 


$1,000 a year. 
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Coolidge Half-Dollar 


(Continued from page 560) 


tors, architects and artists are on the board 
which passes on the artistic features of the 
models which are many times the size of 
the coin. The final approval of the Secre- 
tary of the Treasury is necessary before the 
mints can start on the production of the 
money from the designs. 

When the first news of a special coin 
reaches the public, there is generally a large 
number of inquiries at the Treasury and at 
the banks as to how the issues may be ob- 
tained. The government does not sell the 
coins direct to the public but turns them 
over to a distributing agent, which is named 
in the law authorizing the minting of them. 

There are eleven special coins that are 
still being offered for sale to the general 
public. 

The coins and their distributing agents 
are as follows: 

Pilgrim half dollar—National Shawnut 
Bank, Boston, Mass. 


Chicago 


Maine half dollar—State Treasurer, Au- 
gusta, Me. 

Alabama half dollar—First National Bank, 
Birmingham, Ala. 

Missouri half dollar—Sedalia Bank and 
Trust Company, Sedalia, Mo. 

Monroe half dollar—Los Angeles Clear- 
ing House, Los Angeles, Cal. 

Grant memorial coins—The United States 
Grant Memorial Centennial Association, 
1012 Traction Building, Cincinnati, Ohio. 

Huguenot-Walloon half dollar—Fifth Na- 
tional Bank, New York City. 

Stone Mountain half dollar—Stone Moun- 
tain Confederate Monumental Association, 
Hurd Building, Atlanta, Ga. 

Lexington-Concord half dollar—Concord 
National Bank, Concord, Mass. Lexington 
Trust Co., Lexington, Mass. 

Fort Vancouver half dollars—Fort Van- 
couver Centennial Corporation, Fort Van- 
couver, Wash. 

California half dollar—Citizens Commit- 
tee, California’s Diamond Jubilee, Mer- 
chants Exchange Building, San Francisco, 


Gal. 


Debt Settlements 
(Continued from page 552) 


Pittsburgh. He visualized the debt prob- 
lem precisely as he would the liquidation 
of a bank, a railroad, a manufacturing 
plant. It is not what the creditors desir: 
or demand but what it is possible to obtain 
for them out of the reorganization of an 
insolvent organization. 

The more Mr. Mellon pondered the ex- 
periences of himself and other commercial 
leaders the stronger grew his conviction 
that the same rule would have to be ap- 
plied to adjustments by America with her 
creditors. 


Mellon’s Sound Views 


R. MELLON has had much to say 

about debts at one time or another. 
Never has he stated his theory of collection 
with greater clarity than to the Committee 
on Ways and Means of the House. 

“No nation,” he said, “except by the pres- 
sure of public opinion and the necessities 
of its own credit, can be compelled to pay 
a debt to another nation. An insistence on 
a funding agreement in excess of the ca- 
pacity to pay would justify it in refusing to 
make any settlement. None can do the im- 
possible. If the debtor is able to pay and 
if the creditor is to receive anything, a 
settlement fair to both countries is essential. 
It follows that those who insist upon impos- 
sible terms are, in the final analysis, working 
for an entire repudiation of the debts. The 
only other alternative which they might urge 
is that the United States goes to war to 
collect.” 

Mr. Mellon was impressed by the con- 
clusions of some of the ablest of the war- 
time statesmen of Europe. Francesco Nitti, 
post-war Premier of Italy, coined a phrase 
which struck a responsive echo in the chan- 
cellories of Europe. In his description of 
“The Wreck of Europe” he dismissed the 
war debts of the Allies to the United States 
with the phrase: “The debts will never be 
cancelled nor collected.” Mr. Mellon re- 
jected the theory of cancellation as unten- 
able with every code of honor among 
nations. He set about to lay the ground- 
work for collection. 

To understand the problem as it came 
to Congress at the outset of 1926, almost 
ten years since the Treasury loans were 
made to the nations of Europe, it must be 
kept in mind that the original statute estab- 
lishing a World War Debt Commission 
prescribed amortization and interest charges 
which if insisted upon never could have been 
met by any European country, the British 
Empire not excepted. That was the po- 
litical approach to the problem. The act 
was passed, and was approved by President 
Harding. There was not the slightest doubt 
on Capitol Hill that the Debt Commission 
could return in a short time with agree- 
ments, supported by collateral, on that 
basis. 


The Business Plan Adopted 


SS had refused flatly to adopt 
the draft of a bill to give the Secretary 
of the Treasury what amounted to a free 
hand to negotiate the best terms possible 
for settlements. The British settlement, 
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which is recognized everywhere, notably 
among the income taxpayers of England, as 
an excellent bargain for America, exploded 
the Congressional—the political—theory of 
funding the war debts. 

In the winter of the Senate’s surface 
discontent over the Mellon settlements with 
Italy, Belgium and minor powers of the 
Continent, the predominant view in Wash- 
ineton is that spring can’t be far behind 
with respect to an understanding with 
France. There will be an agreement with 
France. Congress and the Chamber will 
approve it. Washington is certain about 
that. 

The outcome of the negotiations with 
France is the story of what has happened 
when debt settlements have been attempted 
according to the rule of politics. Senators 
will “hit the front page” of an estimable 
newspaper through their application of that 
identical theory to the settlements with Italy, 
Belgium and the others. It sounds plaus- 
ible and intensely patriotic. Its one great 
weakness is that it will not work. Mr. 
Mellon has tried both plans. He is agree- 
able to a little political abuse on Capitol 
Hill during the early days of 1926, because 
he is content to believe that when some of 
his critics shall have passed from the Sen- 
ate forum his policies will be indorsed, his 
foresight commended to his successors in 
the Treasury Building. 


High Court 


(Continued from page 551) 


see that the goods are properly classified 
and the value is not too low. It has a 
powerful club to brandish over the im- 
porter’s head to make him careful—for, if 
it is found that the goods have been under- 
valued, additional duties beyond those that 
are ordinarily assessed must be levied. 

If the collector of customs assesses the 
goods too much—according to the view of 
the importer—he can call for a reappraise- 
ment. If this is unsatisfactory, an appeal 
can be taken to the Board of General 
Appraisers. 

This board is composed of nine men ap- 
pointed for life, who are the government’s 
highest experts on the values of all com- 
modities. It is divided into three parts of 
three general appraisers so that each group 
may specialize on certain schedules. A hear- 
ing may be had, at which time the facts 
concerning the dispute as to classification or 
value are set forth by representatives of the 
importer and the collector. On values, the 
judgment of the Board of General Ap- 
praisers is final but the importer can take 
the question of classification to the United 
States Court of Customs Appeals, whose 
judgments and decrees are final on all ap- 
pealable questions as to the laws and regu- 
lations governing the collection of customs 
revenues. 

Only three types of cases can be taken 
to the Supreme Court—those that involve 
the construction of the Constitution, those 
that involve a Treaty or those that the At- 
torney General of the United States deems 
of sufficient importance to file a certificate 
of importance on before the Customs Court 
has rendered its formal decision. These 
certificates are filed sparingly but enable 
either the government or the importer 
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Architects 


THE BEST MADE 


The rich texture of Jackson 
Windows, their precision of fit, 
and their enduring character 


account for their prestige in the 
banking field. 


to have the case carried up to the highest 
tribunal. 


Virtually a Final Arbiter 


OW near the Customs Court comes to 
being the final arbiter in all cases af- 
fecting imports may be indicated by the 
record which shows that the Supreme Court 
has taken up for review only seven out of 
2715 cases decided by the Customs Court. 
Unsuccessful efforts have been made to get 
the highest court to grant writs that would 
have resulted in the review of thirteen 
cases. 

One of the seven cases is now pending 
before the Supreme Court. It is one of the 
most important that has been passed on. 
Under the Underwood Tariff bill, wool was 
free. When the Harding administration 
came into power, it determined to put a 
protective tariff into effect, but pending the 
framing of the permanent law it adopted 
the emergency tariff act to give immediate 
protection to the agricultural industry. 
“Clothing” wool became dutiable at rates of 
fifteen, thirty and forty cents a pound, the 
different rates representing the tax on un- 
washed, washed and scoured varieties. When 
it came to collecting duties on wool, the gov- 
ernment insisted that both “clothing” and 
“combing” wool should be dutiable at the 
specified rates because both of them en- 
tered into the making of woolen clothes. 
The importers dissented from this view, 
pointing out that clothing wool and combing 
wool were recognized by the trade as being 
two different commodities and that Con- 
gress meant exactly what it said when it 
declared that clothing wool was dutiable 
and was silent as to combing wool. 

The customs service overruled this pro- 
test and kept the duty paid by the importers 
on combing wool as well as clothing wool, 
so the case was appealed. The U. S. Court 
of Customs Appeals upheld the importers 
but the Treasury carried the case to the 
Supreme Court. Estimates of the amount 
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of revenue at stake have run above $10,- 
000,000 but more reliable figures indicate 
that the government may have to turn back 
about $3,000,000, unless the highest tribunal 
reverses the Customs Court. 

It is unusual for the Customs Court to 
have to decide one case that runs into such 
large totals but a decision in one seemingly 
small case may run into a sizable sum. 
Frequently a single test case is filed that 
may sweep away thousands of protests 
that are filed by the ever-zealous importers. 
Just such a case was the one (carried to 
the Supreme Court) which questioned the 
power of the Customs Court to remit the 
additional duties, which are exacted when 
the importers are found to have undervalued 
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their products. The Treasury Department 
said that the court lacked this power but 
lost the decision when it was placed before 
the court of last appeal. 


. The First Big Case 


first time that the Customs Court 
figured largely in the news followed 
close upon the adoption of the Underwood 
low tariff bill, which provided that when 
goods were imported in ships of American 
registry a 5 per cent lower duty should be 
charged. This discriminatory duty arrange- 
ment was designed to aid the American 
merchant marine. This raised a cry that 
the commercial treaties of foreign countries, 
in which foreign powers were promised 
“most favored nation” treatment; were be- 
ing violated. The Customs Court held that 
if a discriminatory duty were allowed on 
goods imported on American-flag ships the 
same preferential rate would have to be 
granted to the merchantmen of countries 
having “most favored nation” treaties. 
The Supreme Court declared that the United 
States would have to abrogate its treaties 
before it could introduce such a national 
policy, and the preferential rates were thus 
made null and void. 


16-18 Exchange Place 
New York 


The establishment of the Customs Court 
has brought about a uniformity of ruling 
and a record of dispatch that are remark- 
able when compared with the old order 
when appeals from customs decisions were 
tried in almost every circuit court in the 
United States. The average time of dis- 
posing of a contested customs -.case has 
been reduced from six years to six months 
and a set of twelve books contains all of 
the rulings on the hundreds of customs 
cases that have been passed on. In the 
old days, there were frequently two differ- 
ent holdings in the circuit courts on the 
very same case. 

The rules of the court are drawn to speed 
up the procedure. The judges base their 
decisions on the record of facts previously 
adduced before the Board of General Ap- 
praisers and limit the final argument on 
either side to one hour, after the conten- 
tions have been fully covered in briefs 
previously laid before the court. If the 
court’s decree authorizes the remission of 
any duties, there is no delay for Congress 
has given the Treasury an indefinite appro- 
priation to pay off its awards. What a con- 
trast this is to the U. S. Court of Claims 
where, even after a person has been awarded 


a judgment against the government, a special 
bill must be introduced in Congress and 
payment ordered by the formal action of 
the House and the Senate! This frequently 
takes years. 


New Articles to Assess 
—— is perhaps no law which is sub- 


ject more to personal interpretation than 
the customs law because the world is strid- 
ing along. Every week sees the creation of 
some new article or commodity somewhere 
in the world that is later transported to 
the ports of entry to be classified and ap- 
praised. After the United States adopts a 
new tariff law, the ingenuity of the foreign 
manufacturers comes into play to devise a 
product that, while just about the same as 
another commodity which is highly taxed, 
will be subject to a much lower duty. Fine 
distinctions must be drawn to see that the 
ruling is just to all interests. 

Another factor has been the change in 
the national policy and the revision of the 
administrative provisions in the acts. When- 
ever there is a change in political adminis- 
tration, there is generally a change in the 
tariff policy. Within recent years, the coun- 
try has had an emergency tariff. Now it 
has a flexible tariff, multiplying the cus- 
toms problems in various ways. During 
1925, the value’ of imports was about 
$4,500,000,000 and the customs on this mer- 
chandise amounted to about $500,000,000. 
This little known group of five men, ap- 
pointed by the President for life tenure, 
sat as the final arbiters in deciding the du- 
ties that are to be paid into the national 
Treasury. 


The Mechanism 


(Continued from page 555) 


ratio in response to increases in note cir- 
culation and deposits, and in 1919 and 1920 
to gold exports, was an important factor in 
increases in rates. 

Then as gold poured into the country in 
1921 and 1922 as a result of disorganized 
world monetary conditions, and the reserve 
ratio rose by leaps, it lost its significance 
as a guide to discount policy. Since that 
time rates have been increased and decreased, 
without any very close relation to the move- 
ment of the reserve ratio. 

But after the reserve ratio has been set 
aside, for the present at least, as a guide 
for rate policy, there still remain other semi- 
mechanical aids to rate policy which remove 
decisions from the realm of abstract rea- 
soning. 

One of the best of such aids is the test 
of application, the test of experiment, does 
it work smoothly? A generally accepted 
theory of the use of Reserve Bank credit 
is that member banks should borrow to meet 
seasonal or unusual needs of their customers 
and that they should not borrow to buy 
securities or to reloan at a profit in the 
money market. From this point of view the 
problem is to find the discount rate at which 
banks will borrow freely to meet the genu- 
ine seasonal or emergency needs of agricul- 
ture and business, but will not borrow for 
other purposes. The test of the rate level 
is found in experience, in what actually 
takes place when the rate is in effect. 
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Another guide is the changes of open 
market interest rates relative to the discount 
rate. The statistical record shows that the 
discount rate of the New York bank has 
tended to settle between the open market 
rate for commercial paper and that for 
ninety-day bankers’ acceptances or Treasury 
certificates. Diagram 1 shows the record 
for some years past. The relationships 
shown in this diagram are followed by Re- 
serve ‘Bank directors from week to week. 

This position of the discount rate prob- 
ably reflects more largely the finding of such 
a rate level by experiment and experience, 
than any conscious effort. Experience has 
seemed to show that a rate between the bill 
and commercial paper rates has been an 
effective rate at which banks generally bor- 
rowed for genuine seasonable or emergency 
needs, but did not borrow to reloan at a 
profit. 

There are other tests of rates less definite 
in their indication and involving more judg- 
ment. At times production, or employment, 
or the trend of prices, or the marketing of 
crops, in relation to the volume of credit, 
may provide some indication for discount 
action. On all these matters definite sta- 
tistical evidence is now available and is cur- 
rently presented to the Federal Reserve 
Board and, the directors of the Federal Re- 
serve Banks. But a discussion of the bear- 
ing of all these data on discount policy 
would carry us outside the scope of this 
article. It is the purpose here to point out 
that discount rate decisions are not abstract 
and academic. In making such decisions the 
Reserve Banks and the Reserve Board have 
before them a wealth of evidence of all 
types, and this evidence includes a number 
of indicators which are very practical in 
their nature. 


Open Market Transactions 


ERHAPS equally important with dis- 

count rate decisions are decisions as to 
purchases and sales of government securi- 
ties in the open market. Loans to member 
banks and purchases of bankers’ acceptances 
are made on the initiative of borrowing 
banks or bill dealers. It is ordinarily only 
in transactions in United States government 
securities that the Reserve Banks take the 
initiative themselves. 

The usual results of purchases or sales of 
government securities by the Reserve Banks 
were described as follows in the 1924 annual 
report of the Federal Reserve Bank of New 
York. 


“When a Reserve Bank buys securities it pays 
the bank or dealer from whom the purchase is 
made with a Federal Reserve check. This check, 
deposited with a member bank and by it redeposited 
with the Reserve Bank, increases the member 
bank’s reserve. If the member bank is in debt 
at the Federal Reserve Bank the increase in its 
reserve is usually app‘ied to reducing its indebted- 
ness. The usual effect of open market purchases 
by the Federal Reserve Banks is a prompt decline 
in the amount of direct loans to member banks. 
If the member bank receiving the Federal Re- 
serve check is not borrowing at the Reserve Bank 
it endeavors to lend or invest the funds, and in 
one way or another they eventually reach some 
bank which is borrowing. As their indebtedness 
at the Reserve Bank is diminished, banks find 
themselves in a position to extend credit more 
freely and money rates tend to become easier. 
Just as the purchase of securities usually operates 
to relieve member banks from their indebtedness 
at the Reserve Banks, so, on the other hand, the 
sale of securities tends to increase the indebted- 
ness of member banks at the Reserve Banks and 
thus to bring them under the influence of dis- 
count rate, thereby increasing the effectiveness 
of that rate.’ 
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Since the results of buying or selling se- 
curities are usually immediately observable 
in increases or decreases in loans to member 
banks, they are operations in which policy 
is at all times tested immediately. The close 
relation between purchases and sales of gov- 
ernment securities and loans to member 
banks is shown in diagram 5. 

Not only is there a constant mechanical 
test of the result of transactions in securi- 
ties, but the result of such transactions pro- 
vides a test of the need for the volume of 
Reserve Bank credit outstanding. To quote 
the annual report of the Federal Reserve 
Board for 1923: “The extent to which mem- 
ber banks borrow in order to replace the 
funds withdrawn by the Reserve Banks 
through the sale of securities is a measure 
of the demand for Reserve Bank credit.” 
If there were an excess amount of credit 
outstanding the market would be able to 
absorb securities sold by the Reserve Bank 
without any additional borrowing at the Re- 
serve Bank by member banks. But if the 
member banks promptly borrow an amount 
about equal to the amount of securities sold, 
it would appear to be some indication that 
there was little excess Federal Reserve 
credit in use. 

Tests of this sort, in addition to those 
referred to previously, remove Federal Re- 
serve policy from the abstract to the prac- 
tical. 
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HE slogan, “A credit file on every bor- 

rower with unsecured loans of $500 or 
more” was unanimously adopted by the 
Executive Committee of the State Bank 
Division of the American Bankers Associa- 
tion, at its mid-winter meeting held recently 
in New Orleans. 

The Division will recommend it to the 
bank supervisors and commissioners of the 
various states for action, and pledges the 
hearty cooperation of the state bank mem- 
bers in putting it into operation. It is sim- 
ilar to a ruling promulgated by the Comp- 
troller of the Currency to govern national 
banks, and tends toward better and more 
efficient banking. 


it tery country banker will admit the need 
of a credit file at the moment he is im- 
bued with the subject, and intends to carry 
it to a conclusion; but, a survey, if it were 
made, would clearly indicate that only a 
small percentage of the state bankers have 
complete information concerning the finan- 
cial standing of their borrowers. Dupli- 
cation of loans will be materially reduced, 
if not entirely eliminated—assets will be 
more liquid—and the banks immeasurably 
strengthened. Credit lines will be curtailed 
in some instances and extended in others, 
to the mutual benefit of both the bank 
and its customer. 

It prepares the ground and paves the way 
for the organization of County Clearing 
House Associations which are now func- 
tioning most successfully in several of the 
agricultural and mining communities. 

The country banker feels he is in closer 
touch with his patrons than does thé city 
banker; that he knows their condition bet- 
ter, but does he? In a middle-west state, 
there the bank commissioner has ruled that 
there must be a credit file on every unse- 
cured loan of $500 or more, a banker in 
a county-seat town had a request from a 
farmer for a loan of $600. The applicant 
for more than twenty-five years had an 
open credit line of this amount, and _ his 
paper was considered as “good as gold.” 

In filling out the financial statement, how- 
ever, it was disclosed that he owed a bank 
in a neighboring town $900 and in another 
$500. He owned a good farm of 160 acres, 
worth $15,000, but exempt against attach- 
ment or judgment under the statutes of the 
state. The banker suggested that he refund 
his indebtedness by placing a $2,000 mort- 
gage on his real estate for five years at a 
less rate of interest than charged on short 
paper, calling his attention to his inability 
to meet his obligations out of one year’s 
crops. The farmer readily agreed and the 
bank, through its real estate mortgage de- 
partment, secured a choice loan instead of 
taking on a frozen asset in its commercial 
department, and the farmer was given the 
relief he most needed. 


N Kansas, Roy L. Bone, the present Bank 
Commissioner, after a few months in 
office during which he had interviewed offi- 
cers of many of the country banks, and had 
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gone over their statements with them, be 
came convinced that some of their trouble 
was due to the fact that they were not as 
familiar with the financial responsibility of 
their borrowers as they should be. He 
found that very few of them kept any kind 
of a credit file and a great many of them 
were making loans on what they thought 
they knew about the borrower. 

Immediately he sent out a general require 
ment to all of the state banks in Kansas, 
suggesting that, where they were not already 
doing so, they obtain a financial statement 
to support all unsecured loans of $500 or 
more. There was some little opposition to 
this, but it developed among those who really 
did not understand it. 

The Bank Commissioner spoke at each on 
of the nine group meetings of the Kansas 
Bankers Association last October and took 
particular pains to stress the need for fi- 
nancial statements. After he had presented 
the matter to them, the bankers seemed to 
understand more clearly what he had in 
mind and their response to his suggestion 
has been most gratifying. The examiners 
report that all of the bankers are now se- 
curing financial statements and_ keeping 
credit files and are very much pleased with 
the results obtained, and, in their opinion, 
many failures would have been averted had 
this ruling been in operation during the past 
three years. The importance of having the 
statement signed by the borrowers is ob- 
vious, and it should never be merely in the 
form of a memorandum unsupported by 
signature. 


WELL managed country bank should 
carry approximately twenty per cent of 
its deposits in a secondary reserve, consist- 
ing of commercial paper and high grade 
marketable bonds. Check on the paper and 
bonds should invariably be made, and it is 
usually done through the city correspondent 
and other channels, during the ten day op- 
tion given in the purchase of the securities. 
The information secured is based not only 
on the reputation of the makers of the paper, 
or bonds, but largely on what the credit 
files disclose. Is it not equally as important 
for the country banker to have such a file 
in his own institution, covering the local 
borrowers whose paper is in his note case? 
The slogan should be adopted by every 
banker throughout the nation, and the inevi- 
table result will be sound, sane and safe 
banking, bringing inestimable benefit to the 
people as a whole. 
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Rubber Inquiry 
(Continued from page 549) 


dustry, to become more generally and clearly 
comprehended. 

There has been no concerted opposition to 
the resolution and the inquiry has met with 
no avowed objection of any kind, but there 
has been running through Congress and 
through many newspapers an undercurrent 
of fault-finding comment, and explanations 
of the situation have been offered that do 
not in fact explain anything. Some who 
would not be averse to making political cap- 
ital of it have even suggested that. in some 
way or other our tariff laws are respon- 
sible for the situation, the attempted ex- 
planation being that the action of Great 
Britain has been prompted by a spirit of 
retaliation against our tariff laws. No con- 
structive proposals have been made in this 
direction, and the only inference as to any 
possible remedy along this line is that op- 
ponents of our protective tariff system would 
like to see our customs laws repealed and 
our home markets for articles produced in 
this country turned over to foreigners in the 
hope that foreign countries would be so 
grateful to us for this boon that they would 
generously supply our rubber needs at a 
reasonable price. It is doubtful whether 
many people in this country are ready to 
approve so drastic a remedy. 

Others have criticized our government for 
its action or inaction, and our business men 
for their short-sightedness, in not providing 
for an adequate rubber supply. Admitting 
that mistakes have been made in our legis- 
ation for the Philippines so that hope for 
rubber production in those islands has been 
indefinitely deferred, and admitting that our 
business men should have had better vision, 
it is not enough to sit down and discuss 
these as academic questions. These critics 
usually stop when they have pointed out 
what the situation might have been if a 
different course had been pursued. It is 
not enough to point out what the present 
situation is or even to explain why it is 
as it is. We cannot afford to fold our 
arms and content ourselves with bewailing 
the fact that some of our statesmen and 
some of our business men of yester-year 
have lacked in wisdom or failed in vision. 
We are living in the today with the duty and 
responsibility of working for tomorrow as 
well as for today. Using the experience of 
the past as a guide to the future we should 
“let the dead past bury its dead,” and 
squarely face the facts as we find them in 
an effort to solve the problems confronting 
us now. 


What Is to be Gained by 
Investigation 


HE rubber inquiry has already accom- 

plished good by focusing the attention 
of the people of this country, of Great 
Britain and the rest of the world upon the 
real situation. If it has accomplished noth- 
ing else it will cause the people of this 
country to realize the mistakes of yesterday, 
and realizing them to undertake the task of 
correcting them by seeking a remedy for 
the conditions produced by those mistakes. 
It is characteristic of this country that a few 
days ago a number of business men came 
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DURABILT STEEL LOCKERS 


1--Concealed, one-piece, automatic 
Latching Device. 
2—Straight lift, stamped steel (not 
cast) Handle. 
3—Five-knuckle, full-looped, double- 

Officials of the Chapman Bank and thousands of 

other discriminating buyers selected Durabilt Lockers 
because of their rugged durability, and other proven 
quality features. They save space, eliminate main- 
tenance expense and give lasting service. 


wear “strap” Hinges. 
Yo better built than 


reinforced rigid 
Joor. 
5—Extra heavy, countersunk riveted 
Durabilt Steel Lockers are the products of specialists. 
Their outstanding merits of design, construction, and 
finish insure permanent satisfaction to all users. 


February, 1926 


The Choice of Many Prominent Banks 


Leading Bankers who demand quality allow 
no substitute for Durabilt Steel Lockers. 


Door Frame. 
6—Unusually 
Louvres. 


large Ventilating 


When contemplating locker equipment for your Bank, 
by all means give due consideration to Durabilt. 
Illustrated folders or prices will be gladly sent on 
request. Either phone our nearest Sales Representa- 
tive or write us direct at Aurora. 
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can Bankers Association 


Journal is ready for dis- 
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brary of every banker, for 
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together in New York and undertook the 
formation of a company with $10,000,000 
capital for the purpose of ultimately solv- 
ing this very problem. 

There has been at least a temporary re- 
duction in the price of crude rubber and it 
is believed that the extreme high prices of 
a few weeks ago will not be reached again. 
It will ultimately make for better instead of 
worse business relations between Great 
Britain and this country. The British people 
have always been noted for their sense of 
fair play. They believe in fair play in 
business as in sport. The monopolistic con- 
trol methods that have brought the present 


Convention Calendar 


STATE 
ASSOCIATION 
Arkansas 
Tennessee 
Mississippi 
Oklahoma 
Maryland 
Georgia 
Missouri 
Kansas 
Alabama 
Texas 
Pennsylvania 
Atlantic City, N. J. 
Del Monte 
Wausau 
Richfield 
Springfield 
Roanoke 
New London 


PLACE 
Hot Springs 
Knoxville 


DATE 
April 27-28 
May —— 
May 11-12 
May 12-13 
May 12-13 
May 17-19 
May 18-19 
May 20-21 
May 20-22 
May 25-27 
May 26-28 


Oklahoma City 
Atlantic City,N. J. 
Columbus 


Wichita 
Montgomery 
Galveston 


May 26-29 
June 7-9 
June 11-12 
June 17-18 
June 17-19 
June 18-19 


California 
Wisconsin 
Utah 
Illinois 
Virginia 
Connecticut 


AURORA, ILL. 


situation into being have not been such as 
can be justified either in sound economics or 
in fair play. 

In the end, instead of disturbing the very 
cordial relations now existing between the 
two countries, an inquiry of this nature will 
make for better international relations be- 
cause the British public, as well as our own 
people, will have a clearer idea of the sit- 
uation and we may safely rely upon the 
fact that a better understanding among fair- 
minded men always makes for better rela- 
tions, whether those relations are interna- 
tional, or individual and personal in their 
character. 


STATE 
ASSOCIATION 
Maine 
Iowa 


PLACE 
South Poland 
Sioux City 
New York Quebec, Canada 
North Dakota Grand Forks 
Colorado Glenwood Springs 
Wyoming Sheridan 
North Carolina Durham 
West Virginia Huntington 
Spring Meeting Executive 
Council, A. B. A. 
Pinehurst, N. C. 
A. A. Convention 
Los Angeles, Cal. 


DATE 
June 19 
June 21-23 
June 21-23 
June 22 
June 25-26 
Sept. —— 


May 3-6 


Oct. 4-7 


OTHER ASSOCIATIONS 
2-3 Officers Central States 
Conference, Topeka, Kan. 
New England Bankers 
New London, Conn. 


Mar. 


June 18-19 
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